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PREFACE. 


The  present  volume  owes  its  origin  to  the  recognised  need 
of  a  work  in  which  those  iSnancially  interested  in  American 
Raih'oads  can  find  information  of  a  useful  kind  not  given 
by  any  of  the  existing  Manuals.  With  all  their  excellence 
these  publications  have  two  great  defects:  they  are  too 
complicated  for  the  average  investor,  and  yet  not  sufficiently 
exhaustive  to  satisfy  experts.  The  investor  wants  a  clear 
and  comprehensive  digest  of  all  important  matters  pertaining 
to  the  affairs  of  the  numerous  companies,  individually  and 
collectively;  the  trained  financier  needs  historical,  geogi'a- 
phical,  and  technical  data  to  supplement  liis  figures  with. 

I  have  endeavoured  to  meet  these  somewhat  conflicting 
requirements  by  writing  the  present  work.  Those  who  know 
little  of  American  Railroads  will,  I  trust,  find  a  more  or 
less  exhaustive  sketch  of  them  in  the  pages  which  these 
lines  introduce  to  the  pubUc;  those  to  whom  they  are 
familiar  will,  I  hope,  derive  some  additional  knowledge 
from  a  perusal  of  this  volume,  and  some  convenience  from 
its  use  for  reference.  Needless  to  say  the  work  is  incom- 
plete; to  do  full  justice  to  the  subject  is  a  task  that  cannot 
be  discharged  well  within  the  limited  scope  of  eight  hun- 
dred pages,  and  requires  an  author  equipped  with  an  expe- 
rience far  greater  than  that  which  I  possess.  Nevertheless 
I   have   ventured  upon  the  work,  taking  pains  to  attain  as 
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liigh  a  degree  of  accm^acy  and  completeness  as  possible, 
and  endeavouring  to  compress  within  the  space  at  my  com- 
mand as  much  useful  information  about  the  entire  railroad 
system  of  the  United  States,  the  several  gi'oups  comprised 
in  it,  and  the  principal  individual  railways  of  which  it  is 
composed,  as  it  was  in  my  power  to  collect. 

The  first  three  of  the  nine  parts  of  which  thi^  book  is 
composed  deal  with  the  subject  generally ;  eachof  the  last  six 
treats  of  one  of  the  leading  groups  into  which  I  have  some- 
what arbitrarily  di\ided  upwards  of  170,000  miles  of  railroad. 
Part  I  speaks  of  the  rise  of  that  unique  conglomeration  of 
Unes  which  represents  a  nominal  investment  of  upwards  of 
$10,000^000,000,  and  of  its  relations  to  the  people  and  their 
Government;  Part  II  describes  the  position  American  rail- 
roads take  in  trade  and  travel  and  discusses  competition, 
rates,  technical  features,  etc. ;  Part  III  sees  tlie  railroads  in 
the  light  of  financial  ventures,  of  mediums  for  the  useful 
employment  of  capital;  and  although  avoiding  the  discussion 
of  abstract  or  complicated  questions  these  three  parts  present 
a  fairly  exhaustive  review  of  American  railroad  conditions, 
past  and  present.  I  have  little  doubt  that  a  perusal  of  the 
first  twelve  chaptei^s  will  raise  the  esteem  in  which  American 
railroads  are  held,  both  in  then*  own  countrj^  and  abroad. 

Parts  IV  to  IX  inclusive  deal  with  the  six  leading 
groups  of  railroads.  Each  of  tliem  begins  with  a  chapter 
describing  an  entire  gi^oup  and  speaking  of  its  characteris- 
tics as  well  as  of  the  States  it  centres  in,  and  further  con- 
tains chapters  devoted  to  the  principal  companies,  while 
minor  corporations  are  dealt  with  collectively.  There  are 
thirty-nine  chapters  treating  of  forty-five  leading  railroad 
companies,  each  giving  an  liistorical  retrospect,  a  geo- 
giaphical  description,  a  sketch  of  the  progress  and  condition 
of  the  company,    and  elaborate  tables  covering  a  series  of 
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years  and  showing  the  development  of  the  system,  its  traffic 
and  earnings,  as  well  as  its  capitalisation,  dividends,  etc. 
Five  coloured  maps  are  included  in  the  volume;  they 
illustrate  the  situation  of  eveiy  system  and  the  competition 
to  which  it  is  exposed,  and  being  as  far  as  I  know  the  first  of 
their  kind  that  have  ever  been  published  they  will  no  doubt 
prove  very  useful.  An  appendix  is  added  to  bring  the  volume 
up  to  date,  and  an  index  will  facilitate  reference. 

For  all  defects  the  work  'possesses  I  alone  am  respon- 
sible; its  merits,  if  it  have  any,  are  largely  due  to  the 
kindness  and  courtesy  shown  to  me  by  many  gentlemen 
during  extensive  travels  and  protracted  sojoui'n  in  the 
United  States.  To  Mr.  Robert  P.  Porter,  Superintendent 
of  the  Tenth  Census,  Department  of  the  Interior,  and 
Mr.  Edward  Moseley,  Secretary  to  the  Interstate  Commerce 
Commission,  Washington^  D.C.,  I  must  tender  my  sincere 
thanks  for  the  wealth  of  statistical  and  othei'  information 
they  had  the  kindness  to  provide  me  Avith.  To  the  Secre- 
taries of  all  the  leading  Chambers  of  Commerce  likewise 
are  due  my  acknowledgments  for  a  vast  supply  of  valuable 
data,  and  for  prompt  and  painstaking  answers  to  numerous 
inquiries.  The  Presidents  and  (General  Officers  of  the  New 
York  Central,  Erie,  Reading,  Pennsylvania^  and  scores  of 
other  railroad  companies  have  lasting  claims  upon  my  grati- 
tude for  the  assistance  they  favoured  me  with,  often  at  the 
sacrifice  of  much  of  their  time.  Finallv  I  must  thank  the 
proprietors  of  the  Commercial  and  Financial  Chronicle  for 
the  permission  they  gave  me  to  copy  many  of  the  useful 
compilations  for  which  their  journal  is  noted. 

S.  F.  VAN  OSS. 
London,  November,  1892. 
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PART   I. 


THE  RAILWAYS  AND  THE  REPUBLIC, 


CHAPTIiJR  I. 

INTRODUCTORY  I    CHARACTERISTICS    OF    AMERICAN   RAILROADS. 

The  most  dangerous  thing  an  author  can  do,  and  especially 
a  new  author,  is  to  begin  the  first  chapter  of  a  book  with 
a  commonplace  statement;  and  for  this  reason  I  will  abstain 
from  making  any  reflections  whatsoever  either  upon  tlie 
usefulness  of  railways  or  upon  the  gi'cat  debt  of  gi'atitude 
humanity  owes  to  the  inventor  of  the  Rocket^  that  prolific 
mother  of  a  stiu'dy  race  of  iron  giants  whose  destiny  it 
was  to  revolutionize  the  world  within  the  lifetime  of  one 
single  generation.  Wo  need  but  look  around  us  to  see  on 
all  sides  countless  proofs  of  the  gi^eat  importance  of  railways 
and  of  theu-  vast  influence  upon  life  in  all  its  phases;  and 
their  absolute  indispensability  being  clear  to  every  one,  an 
enumeration  of  their  multifarious  merits  may  be  deemed 
unnecessarj^  and  panegyrics  supeiiluous  in  a  work  which  in 
all  probabiUty  will  be  read  chiefly  by  a  class  of  busy  people, 
who  may  be  assumed  to  prefer  conciseness  to  the  most 
elegant  verbosity. 

But,  if  nearly  every  one  in  our  midst  is  aware  of  the 
influence  of  railways  upon  the  world  at  large,  the  matter 
becomes  an  entirely  different  one  as  soon  as  from  generah- 
sations  we  ascend  to  .the  higher  level  of  details.  We  may  all 
know  what  to  think  of  railways  in  their  collective  quaUty 
as  one  of  our  most  prominent  social  institutions;  but  most 
of  us  are  less  familiar  with  them  in  their  capacity  as 
engineering    feats,    industrial    enterprises,    or    investments. 
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Further,  we  may  well  know  in  what  measure  railways  in 
general  have  furthered  the  progress  of  the  world;  but  if 
we  were  called  upon  to  state  in  how  far  a  particular  system 
has  contributed  to  the  welfare  of  a  given  country,  or  to 
describe  the  influence  of  an  individual  Une  upon  a  certain 
district,  we  should  probably  find  ourselves  less  conversant 
with  the  subject.  In  hke  manner  w^e  know,  unless  wo  have 
devoted  a  good  deal  of  special  study  to  railways,  very  little 
of  hundreds  of  things  pertaining  to  what  Americans  call 
"  railroading,"  nor  can  this  cause  any  surprise,  since  "rail- 
roading'' is  one  of  the  most  comphcated  of  sciences.  Of 
coiu-se,  the  public  has  some  general  knowledge  even  of  tlie 
inner  working  of  railways.  From  newspapers  and  reviews 
we  unconsciously  absorb  an  appreciable  amount  of  special 
information  relating  to  the  subject,  and  books  like  those 
written  by  Mr.  Jeans  and  Mr.  Acwortli  have  diifused  much 
interesting  and  "inside"  information;  and  as  a  result  we 
know  a  good  deal,  though  by  no  means  everytliing,  about 
oui*  own  railways.  But  with  i*egard  to  those  of  other 
countries  the  pubUc  is  not  very  well  informed,  nor  could 
such  be  reasonably  expected  since  it  would  be  difficult  to 
find  an  institution  of  a  more  complex  nature  than  railways ; 
and  especially  with  American  railroads  is  this  the  case. 
They  offer  such  a  variety  of  contrasts  with  their  English 
sister  institutions,  and  exist  under  conditions  so  widely 
different  from  those  prevaihng  in  this  country,  that  the  vast 
majority  of  the  pubhc,  including  many  of  those  financially 
interested  in  these  enterprises,  cannot  be  expected  to  be 
thoroughly  acquainted  with  them,  and  perhaps  not  even  to 
be  aware  of  the  vast  differences  which  distinguish  them  from 
our  own  railwavs. 

Witli  regard  to  our  knowledge  of  Enghsh  roads,  there  is 
one  cu'cumstance  which  sliould  not  be  overlooked  on  account 
of  the  important  bearing  it  has  both  upon  oui^  understanding 
of  English  railways  and  upon  our  estimate  of  American  lines. 
As   Enghshmen   we    are  familiar  with  the  influences  which 
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assert  themselves  upon  daily  life,  and  with  the  bearing"  they 
have  upon  our  social  institutions.     We  know  tlie  effects  of 
pubUc    opinion  and  understand  the  spuit  of  the  people;  we 
have   observed   in   what    direction    these   two   agencies  are 
wont   to   work   upon   our   suirounding-s ;  and  we  apply  the 
result  of  this  knowledge  and  of  these  observations  whenever 
we  have  to  form  an  estimate  of  our  great  social  institutions. 
"We   instinctively   know   that   because   of  certain  influences 
and  conditions  these  institutions  are  what  tliev  are ;  we  feel 
siu'e  that  because  of  certain  tendencies  of  the  Ii]nglish  people 
we   could,  for  instance,  have  no  other  Parliament,  no  otlier 
Church,    no  other  Press,  or  Bar,  or  Bench.     And  although 
we   do    not,    perhaps,    know    these  great  institutions  in  all 
their  details  we  are  familiar  with  their  leading  characteiistics, 
often    less    as  a  result  of  studv  than  because  we  know  the 
nation  which  created  them.     p]nglishmen  could  not  possibly 
have  any  other  Parhament,  any  other  Church,  or  Bar,  or  Bench, 
than  they  have  to-day,  simply  because  they  are  Englishmen. 
And    as    impossible    as  it  was  for  any  of  these  institutions 
to  assume  any  other  form  than  the  one  they  have  at  present, 
to    develop  themselves  otherwise  than  they  did,  just  as  im- 
possible would  it  have  been  for  p]nglish  railways  to  assume 
any  other  shape  than  the  shape  they  have  to-day.  We  know 
this   instinctively,    by   intuition;   and  we  do  so  because  we 
know  the  creating  forces  and  influences.     We  feel  sui'o,  for 
instance,    that    State   ownership  of  railways  as  it  exists  in 
Geniiany  would  be   as  impossible  in  England   as   a  great 
standing    army    or    any   other  institution  which  is  typically 
German;  and  the  opposite,  an  almost  total  absence  of  inter- 
ference   on  the  part  of  the  Government,  as  it  exists  in  the 
United  States,  would  appear  as  little  desirable  to  the  English 
nation    as,    say,  a  Republican  form  of  Government.     Social 
institutions   must  of  necessity  always  and  everywhere  be  in 
sentiment   with  the  tastes  and  characteristics  of  the  nation 
tlmt    calls    them   into  existence;  and  railways  being  one  of 
these  institutions  the  inference  is  quite  clear.  With  tlio  gicat 
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differences  distinguishing  one  nation  from  the  other  it  is 
evident  and  inevitable  that  railways  in  one  country  must  differ 
materially  from,  and  present  sharp  contrasts  with,  those  of 
other  lands. 

This  leads  us  to  a  very  important  point.  In  England  we 
quite  naturally  are  apt  to  expect  various  institutions  abroad 
to  be  as  they  are  at  home,  and  sometimes  we  even  go  as 
far  as  to  assume  them  to  be  so;  and  we  are  not  always 
mindful  of  the  fact  that  nations  with  other  characteristics 
must  needs  have  institutions  with  other  distinctive  qualities. 
To  prove  the  correctness  of  this  assertion  —  if,  indeed,  it 
need  be  proven  —  by  applying  it  to  railways,  I  will  point 
to  the  well  known  and  undisputed  fact  that  there  are  in 
England  some  people  who  expect  the  same  from  an  American 
railway  as  from  an  English  one;  there  are  some,  too,  who 
are  ignorant  of  the  vast  differences  between  the  two;  and 
we  meet  not  a  few  who  forget  that  an  American  railroad 
must  needs  differ  from  an  English  railway.  It  is  this  com- 
mon but  pardonable  mistake  which  prevents  the  greater  part 
of  the  pubhc  from  forming  a  proper  estimate  of  a  very 
popular  class  of  investments.  There  are  no  more  analogies 
between  "Yankee  Rails''  and  "Home  Rails"  than  there 
are  between  a  Lancastrian  and  a  man  from  the  Far  West.  ^ 
Both  come  from  the  same  stock,  but  both  have  their  own 
striking  characteristics,  contrasting  in  many  ways,  because 
both  were  born,  brought  up,  and  live,  under  vastly  different 
ch*cumstances ;  and  if  we  wish  to  estimate  each  at  his  proper 
worth  we  must  consider  the  influences  which  caused  their 
characters  to  vary.  With  American  Railways  it  is  exactly 
the  same.  To  form  a  just  and  proper  estimate  of  them  we 
must  know  the  conditions  under  which  they  originated, 
developed  themselves,  and  continue  to  exist.  We  must  know 
something   of  the   United   States,    of  her  resoiu*ces,  of  her 

1  "The  railroad  system  of  the  United  States,  with  all  its  excellencies  and  aU 
its  defects  is  thoroughly  characteristic  of  the  American  people."  C.  F.  Adams, 
The  Railroad  Problem,  p.  116. 
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population  and  its  business  methods.  And  to  make  the  reader 
acquainted  with  these  matters,  to  sketch  the  character  of  the 
American  railways  and  the  influences  whicli  combined  to 
sliape  it,  is  the  principal  aim  of  the  first  part  of  this  work. 


One  need  not  pass  many  hom's  on  American  soil  to  per- 
ceive that  in  the  Great  RepubUc  raikoads  occupy  quite  an- 
other position  than  in  Europe.  Even  before  we  enter  the 
streets  of  New  York  our  attention  to  the  vigorous  competi- 
tion between  the  various  companies  is  attracted  by  the  agents, 
as  a  rule  possessed  of  linguistic  attainments,  who  come  to 
the  landing  stage  to  solicit  our  custom,  a  practice  recently 
adopted  by  several  English  companies  whose  lines  terminate 
in  Liverpool,  but  fortunately  not  carried  to  the  same  extent 
as  on  the  landing  stages  of  the  commercial  metropolis  of  the 
United  States.  Our  first  walk  along  Broadway  will  still  more 
deeply  impress  us  with  the  vigour  of  this  competition,  and 
a  stroll  along  that  stately  street  will  also  tell  us  that  in 
America  the  railroads  occupy  a  much  more  prominent  posi- 
tion than  anywhere  in  Europe,  however  much  that  may  say. 
Scores  of  freight  and  ticket  offices  can  be  found  along  the 
lower  part  of  that  busy  thoroughfare,  occupying  all  promi- 
nent corners,  their  walls  and  windows  ablaze  with  huge 
letters  and  signs  in  conspicuous  colours,  and  abounding  with 
all  kind  of  abbreviations  as  typically  American  as  they  are 
puzzling  to  the  uninitiated  foreigner.  Capel  Court  has  made 
us  famiUar  with  "St.  Pauls' '  and  "Canpacs,"  and  we  know 
even  the  meaning  of  such  names  as  "Soo"  and  "Big Four.'' 
But  how  many  Europeans  know  what  is  meant  by  "Mop" 
and  "Queen  and  Crescent  Route"  and  who  can  say  where 
the  "Red,"  "Blue,"  "White,"  or  "Empire"  Hues  can  be 
found?  These  offices  in  tlie  most  frequented  thoroughfares 
are  costly  adveii:isements,  for  all  of  them  are  large,  fitted 
up  gorgeously,  and  employ  an  extensive  staif.  Yet  we  must 
assume   they   pay,  if  not  directly  tlion  indirectly.    The  sale 


INTRODUCTORY  part  i 


of  tickets  and  the  freiglit  orders  may  not  amount  to  very 
much,  but  tliese  offices  push  business  in  truly  American 
style.  They  are  the  headquarters  of  the  Eastern  agents 
who  distribute  beautifully  gotten-up  pamphlets  to  attract 
travellers,  and  look  after  tlie  freight  business,  give  tariffs, 
estimates,  and  all  information  free,  and  take  care  that  their 
lines  do  not  get  out  of  sight  and  out  of  mind,  for  competi- 
tion has  reached  a  vigour  unknown  in  Europe,  and  a  large 
number  of  lines  are  always  catering  for  the  traffic  between 
all  main  points.  The  most  curious  feature  of  tliese  numerous 
and  expensive  offices,  is  however,  that  we  not  only  find 
agencies  of  lines  leading  out  of  New  York,  but  also  of 
railways  in  distant  parts  of  the  Republic.  The  Burlington, 
which  does  more  advertising  than  any  other  line  (q.  v,) 
with,  perhaps,  the  sole  exception  of  the  Rock  Island,  has 
as  large  an  office  as  the  New  York  Central,  although  its 
lines  do  not  extend  East  of  Chicaofo;  and  we  find  the 
Georgia  Central  as  well  as  the  Canadian  Pacific,  and  the 
Denver  and  Rio  Grande,  whose  line  lies  two  thousand  miles 
West  of  the  Atlantic  Coast,  as  well  as  the  Northern  Pacific. 
These  huge,  costly,  but  effective  advertisements  are  only 
outward  signs  of  the  prominent  manner  in  which  the  rail- 
roads force  themselves  upon  the  attention  of  the  public.  But 
tlie  latter  has  additional  reasons  for  paying  a  large  amount 
of  attention  to  railroad  matters,  because  there  are  not  many 
individuals  who  have  no  direct  interest  in  some  railway  or 
other,  and  because  their  prominence  is  an  inevitable  outcome 
of  conditions  peculiar  to  the  United  States.  England  and 
other  countries  attained  wealth  and  commercial  importance 
long  before  they  had  railroads,  and  although  the  bulk  of  all 
traffic  passes  along  the  indispensable  rails,  there  still  remain 
some  other  means  of  intercommunication.  There  are  excellent 
highways  and  canals  while  numerous  hues  of  steamers  come 
in  for  a  large  share  of  traffic.  In  the  United  States  it  is 
different.  Even  in  the  East  there  are  not  many  gi'eat  highways 
in  the  European  sense,  and  America  has  but  few  canals  of 
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other  than  local  importance,  nor  are  they  necessary,  as  both 
for   travel   and   traffic  the  railroads  take  their  place.     This 
is  the  case  even  over  small  distances,  and  whereas  Eiii^opean 
farmers   in   many   instances  drive  then-  cars  to  the  nearest 
market   towns,    six,    eight,    or  ten  miles  distant,  Americans 
as   a  rule  have  the  place  of  production  far  away  from  the 
centre   of   consumption,    and   in    nearly  every  instance  find 
numerous   railroads   willing   to    convey  their  goods  at  rates 
so  low  that  no  farmer  could  carry  his  own  goods  along  the 
bad  roads  with  a  view  to  saving  expenses.    Both  for  travel 
and  traffic  Americans  depend  entirely  upon  their  u*on  roads, 
with   pei'haps,    the  exception  of  those  living  near  the  lakes 
or  the  great  rivers  of  the  Mississippi  system.  Wherever  there 
is   population,    to  use  the  Indian  phrase,  "  the  fieiy  buffalo 
runs   along  the  u'on  snake,"  and  wherever  one  cannot  hear 
the   whistle   of  the  locomotive,  there  cannot  be  much  of  a 
population.    As  a  rule  the  railroad  came  in  advance  of  the 
settlers,  and  this  too  contrasts  sharply  with  European  custom. 
Apart  from  being  impossible  on  account  of  the  density  of  our 
population,  the  project  of  building  a  line  through  an  unsettled 
country  would  be  deemed  an  insane  proceeding.  In  America 
it   was   the  rule,  and  although  it  had  its  drawbacks  it  has 
immensely    contributed   to    the    speedy   development   of  the 
whole  country,  and  is  destined  to  bear  golden  fruits  wherever 
the  lines  were  bmlt  judiciously  and  with  discrimination.    A 
Western   gentleman   whom   I    met  had  a  neat  way  of  illu- 
stmting   the  modus  operandi  "out  West."    "We  commence 
building   a  line   and  send  an  engine  with  a  barrel  of  lager 
beer  ahead  as  far  as  it  will  go.    Then  we  deposit  the  barrel 
somewhere  in  the  prairie.    A  bar  and  some  Germans  gather 
around  it,  and  soon  there  is  a  small  colony,  with  a  chiu'ch 
and   a  schoolliouse.    Meanwhile  we  push  our  Une  ahead  for 
five   or   six   miles  and  repeat  the  beer-barrel  business;  and 
by  the  time  the  whole  road  is  ready  w^e  have  quite  a  nice 
little  population   along  our  line."    This  comparison,  it  need 
hardly   be   said,    savours   of  the  "  Western  man,"  and  the 
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barrel  of  beer  must  not  be  taken  au  serieux;  but  the  illu- 
stration is  striking  nevertheless. 

Americans  being  dependent  upon  their  railroads  much 
more  even  than  Europeans,  we  have  already  one  of  the 
reasons  for  the  greater  amount  of  interest  paid  to  them  by 
the  general  public.  Yet  the  reason  is  but  one  of  many. 
Next  to  this  absolute  dependence  comes  the  fact  that 
Americans  are  gi-eat  travellers.  Then  the  movements  of  freights 
are  stupendous.  In  the  fourth  place,  the  directors  hold  the 
development  of  the  country  in  their  hands.  And,  last  but 
not  least,  there  always  is  a  large  speculation  in  raih'oad 
securities.  Possibly  the  reader  will  remark  that  most  of 
what  has  been  said  just  now  appUes  also  to  Enghsh  railways 
and  I  would  not  dispute  the  assertion,  but  would  point  to 
the  fact  that  Ufe  in  America  is  much  more  intense  than  in 
Europe ;  and  since  institutions  always  bear  the  characteristics 
of  the  nation  among  which  they  can  be  found  it  is  but 
natural  that  everything  which  appUes  to  English  railways 
only  holds  good  of  American  roads  if  taken  in  an  intensified 
sense.  For  instance,  EngUshmen  are  gi'eat  travellers,  but 
Americans  much  more  so.  A  recent  Parliamentaiy  return, 
it  is  true,  shows  that  the  number  of  railway  passengers  in 
England  (817,700,000)  is  almost  sixty  per  cent  larger  than 
in  America  according  to  the  most  recent  edition  of  Poor's 
Manual.  But  firstly  the  average  distance  covered  in  America 
by  one  passenger  is  four  times  as  large  as  in  England,  and 
secondly  we  must  not  overlook  the  fact  that  probably  one-half 
of  the  English  traffic  consists  of  subui'ban  travel,  while  in 
America,  with  its  complete  and  wonderfully  developed  tramway 
system  in  all  cities,  there  is  but  very  Uttle  subui'ban  railway 
traffic.  ^  By  nature  the  Americans  are  of  migi'atory  habits, 
and  it  is  a  common  thing  for  Easterners  to  make  a  business 
trip    to    California,    while   Westerners   spend   the   summer 

1  Even  in  New  York,  with  its  excellent  Elevated  Railroad  the  bulk  of  travellers 
between  "uptown"  and  "downtown"  pre.'er  the  "street-car"  to  the  "L.,"  especially 
for  distances  below  three  or  four  miles. 
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vacation  on  the  Atlantic  seaboard,  and  New  Englaiidei-s 
pass  the  i\'inter  in  Florida  or  California.  Next,  as  to  goods 
traffic,  official  statistics  show  tliat  this  is  well  proportioned 
to  the  extensive  network  of  railroads;  it  reaches  about  tlie 
same  tigtu'es  pro  rata  as  in  England,  and  exceeds  it  con- 
siderably if  taken  per  capita.  The  greatest  braneli  of  freight 
movomeiit  in  Europe  —  the  haulage  of  coals  to  London  — 
sinks  into  insigniiicance  if  compared  with  the  transportation 
of  tlio  American  staple  products  East  —  com,  cattle,  pork, 
maize,  meats,  and  so  on  —  or  with  the  immense  shipments 
of  coals  and  manufactures  West,  these  staples  being  hauled 
over  distances  which  do  not  even  exist  in  England.  Dailj' 
fmit-expresses  cross  the  Continent  to  cany  the  products  of 
sunny  climes  to  the  great  towns  of  the  north-eastern  States, 
and  in  the  autumn  through  freight  trains  caiTy  corn  and 
wheat  over  distances  of  more  than  a  thousand  miles,  while 
the  coal  traffic  of  Pennsylvania  alone  exceeds  that  of  the 
entire  United  Kingdom. 

Apart  from  the  onlinaty  importance  of  American  railways 
for  trade  and  travel  they  also  exercise  a  vast  influence  over 
the  dovclopmeut  of  the  country.  As  we  shall  see  in  a 
coming  chapter  the  presidents  of  gi'eat  companies  held  and 
in  a  measure  still  hold  the  dc\-elopment  of  entire  Statas  in 
their  hands,  and  although  they  are  far  less  powerful  now 
than  they  were  a  few  years  ago,  it  is  still  in  tlieir  power 
to  make  or  mar  cities,  and  even  entire  counties  and  States. 
A  railway  or  no  railway  in  many  instances-  is  bnt  a  new 
vei-sion  of  to  be  or  not  to  be,  and  always  of  pai-amoiint 
importance  to  the  stupendous  speculation  constantly  earned 
on  in  railways  and  "  real  estate."  I  will  not  assert  that 
investment  and  speculation  reach  the  same  vast  proportions 
as  in  wealthy  England.  But  whereas  the  British  capitalist 
places  his  money  hi  all  countries,  the  American  investor 
still  must  Imiit  himself  to  home  investments  chiefly  divided 
into  real  estate  and  railroads.  Wliich  of  tJie  two  comes  in 
for   the  lion's  share  it  would,  witli  the  gi'eat  popularity  of 
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speculation  in  real  estate,  not  be  difficult  to  say.  But  both 
branches  of  speculation  requu'e  a  minute  knowledge  of 
railroad  matters.  Most  American  business  men  are  specula- 
tors; ^  the  general  aim  is  to  become  wealthy,  and  for  this 
purpose  mere  legitimate  trade  does  not  suffice.  But  every 
American  knows  that  ignorance  is  very  expensive,  and  hence 
he  makes,  as  a  rule,  a  careful  study  of  tlie  concern  he  spe- 
culates in.  One  is  surprised  to  see  how  well-informed  the 
general  public  is  about  raikoads  and  real  estate  matters, 
although  it  is  but  a  natural  result  of  constant  conversation 
and  diligent  distribution  of  news  connected  with  these  sub- 
jects. American  newspapers  teem  with  all  sorts  of  announ- 
cements, and  devote  special  columns  to  topics  of  such 
universal  importance;  and  although,  as  is  well  known,  a 
good  deal  of  mireliable  information  is  thus  circulated,  while 
those  who  "pull  the  strings"  often  get  into  the  press  wliatever 
suits  them  best,  a  httle  experience  soon  teaches  those  inte- 
rested to  discriminate  between  the  corn  and  the  chaff. 

Apart  from  these  matters,  which  can  be  designated  as 
EngUsh  conditions  intensified,  there  are  some  other  pecu- 
liarities exclusively  American  to  which  attention  must  be 
di-awn.  There  can  be  Uttle  doubt  that  the  stage  of  develop- 
ment, of  youth,  through  which  tlie  .  greater  part  of  the 
country  has  not  yet  passed,  is  the  most  important  of  these. 
Englishmen  hve  m  a  country  which  has  arrived  at  maturity, 
where  conditions  ai*e  stable  and  solid;  America  still  is  in 
its  teens,  and  conditions  for  the  greater  part  are  yet  unsettled 
or  at  their  best  in  a  stage  of  sohdification.  There  is  no 
country  wliich  is  subject  to  gi^eater  fluctuations  of  trade  and 
general  prosperity  than  the  Great  Republic.  The  enormous 
difference  between  a  good  crop  and  a  bad  one,  the  feverish 
inflation  of  booms  and  the  violent  reactions  usually  following 
m  their  wake,  cause  sudden  transformations  of  tlie  business 
situation   never  witnessed  in  Europe,  and  render  the  renta- 
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bility  of  American  business  liable  to  changes  never  witnessed 
on  this  side  of  the  Atlantic  Ocean.  The  difference  between 
EngUsh  -  trade  in  the  beginning  of  the  eighties,  when  the 
bottom  of  depression  was  touched,  and  in  1890,  when  the 
general  prosperity  reached  its  climax,  is  insignificant  compared 
with  the  enormous  change  sometimes  wrouglit  in  America 
within  one  single  year,  for  instance  when  a  bad  crop  follows 
a  bounteous  one.  Of  course  these  severe  fluctuations  cause 
great  changes  in  the  rentability  of  investments,  and  render 
railroad  stock  subject  to  changes  of  interest  which  must 
and  do  cause  the  greatest  and  most  erratic  fluctuations  in 
their  value,  except  in  the  case  of  a  few  companies  conducted 
in  a  maimer  which  makes  them  provide  for  bad  years  Avlien 
times  are  good,  in  consequence  whereof  tlieir  stock  possesses 
a  very  high  degi'ee  of  stabiUty.  Fortunately  this  more  con- 
servative policy  is  rapidly  gaining  ground ;  but  on  the  whole 
it  seems  that  these  incessant  fluctuations  are  bv  on  means 
undesirable  to  most  Americans,  who  by  nature  seem  to  favour 
sharp  fluctuations  and  contrasts. 

Next  to  the  instability  of  business  the  method  of  man- 
agement attracts  our  attention,  chiefly  because  it  is  much 
more  autocratic  than  in  Europe,  and  must  be  so  although 
this  involves  risks  and  dangers  to  Avhich  Eiu'opean  railroad 
companies  are  not  exposed. 

Nearly  all  lines  are  governed  by  a  clique  or  one  single 
person.  Occasionally  the  clique  or  the  individual  actually 
holds  the  majority  of  shares;  sometimes  the  majority  of 
then'  shares  is  not  absolute,  but  large  enough  to  render 
opposition  impossible,  the  tendency  among  ordinary  share- 
holders being  unmistakably  to  support  the  directors,  a  step 
less  objectionable  than  is  generally  thought  in  England.  In 
either  case,  however,  the  management  is  endowed  with  arbi- 
trary and  far-reaching  powers.  This  accumulation  ofpoAver 
in  few  hands  is  partly  a  consequence  of  the  immense  oper- 
ations in  Wall  Street  and  the  tactics  peculiar  to  American 
finance,  for,  as  is  Avell  knoAvn,  a  great  American  speculator 
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rarely  hesitates  to  buy  immense  amounts  of  shares  or  proxies 
if  it  suits  his  objects.  Another  reason  is  the  pecuUar  prac- 
tice followed  in  issuing  shares.  In  Europe  these  are  at  once 
distributed  among  the  public,  while  bonds  often  remain  in  a 
few  hands.  In  America  the  bonds  first  find  their  way  to 
the  pubUc,  and  shares  usually  represent  no  cash  subscrip- 
tion, but,  as  a  rule,  are  issued  as  a  kind  of  bonus  to  sub- 
scribers on  bonds,  and  serve  as  a  basis  for  future  profits, 
as  stock  which  may  add  voting  rights  to  regular  interest. 
But  the  concentration  of  the  controlling  power  has  another 
reason,  and  for  this  very  reason  it  seems  desirable,  nay, 
indispensable. 

War  is  the  natural  state  of  the  American  road,  just  as 
of  old  it  was  between  the  cities  of  the  Continent.  ^  Indeed, 
the  comparison  between  the  two  can  be  carried  on  almost  to 
indefinite  points.  These  old  boroughs,  prompted  by  rivalry 
jealousy,  and  a  desire  for  independence,  fought  against  neigh- 
bouring cities  and  their  petty  sovereigns;  the  American 
railroad  fights  against  adjacent  systems  and  the  State  The 
old  municipahties  gradually  united  themselves  into  provinces 
with  increasing  power,  and  the  wars  were  no  longer  between 
towns  but  between  small  countries;  the  small  lines  became 
small  systems.  The  provinces  became  empires,  the  smaller 
systems  vast  corporations,  and  just  as  it  would  be  impos- 
sible now  for  Liverpool  to  go  to  war  with  Manchester  so 
it  has  become  already  impossible  for  many  a  small  line  to 
fight  against  its  neighbour  and  former  enemy,  simply  because 
both  have  become  parts  of  one  system,  like  the  two  great 
cotton  cities  are  parts  of  one  Empire.  Among  States  the 
tendency  now  is  towards  consolidation,  resulting  in  peace; 
so  is  the  tendency  among  American  railroads,  and  the  vaster 
the  systems  become  the  fewer  quaiTels  will  there  be. 

But  we  are  by  no  means  so  far  yet.  The  Unes  are  still 
in   a   feudal  state,  and  war  is  universal,   though   no  longer 


Bryce^  American  Comnwntcealth.  Vol:  II,  p.  530. 


CHAP.  I     CHARACTERISTICS  OF  AMERICAN  RAILROADS.  13 

to  such  extent  as  of  yore.  And  because  warfare  is  still 
practised  it  is  desirable  that  one  person  should  rule  a  railroad ;  it 
is  desirable,  too,  because  especially  in  America  no  good  business 
management  is  possible  without  arbitrary  power  concentrated 
in  one  man.  It  is  well  that  all  forces  should  be  commanded 
by  one  general  if  this  general  is  the  right  man  in  the  right 
place.  This  last  is  of  course  an  essential  point.  The  man- 
agement of  a  large  business  may  require  great  abihties,  that 
of  a  great  railroad  demands  nothing  less  than  talent,  and 
extraordinary  talent  coupled  with  the  greatest  possible  amount 
of  integrity.  A  railroad  president  must  not  only  have  the 
talent  of  choosing  able  subordinates,  he  must  also  possess 
a  knowledge  of  all  branches  of  his  vast  business,  and  of 
these  nobody  has  a  notion  unless  he  has  studied  the  whole 
complicated  mechanism  called  a  railway.  The  president 
determines  upon  new  routes;  they  must  be  the  best,  both 
from  a  technical  and  a  commercial  point  of  view.  He  must 
build  "feeders"  in  the  right  place  to  increase  his  traffic  and 
to  keep  competition  at  a  distance.  He  has  to  "starve" 
small  hues  to  buy  them  cheaply,  and  at  the  same  time  look 
out  not  to  become  "starved''  himself.  He  must  enter  into 
traffic  agi'eements  to  secure  through  freight,  and  combine 
with  other  Unes  to  attain  common  ends,  to  promote  common 
interests,  and  to  defend  himself  against  the  enemies  of  his 
system.  He  has  to  deal  with  the  governments  of  the  States 
his  hue  traverses,  to  look  after  Legislatures,  appoint  trusted 
agents  in  the  State  capitals,  and  provide  them  with  sinews 
of  war,  so  that  they  may  fight  against  hostile  Bills,  or  may 
"have  a  talk"  with  legislators  if  the  Une  wants  a  new  Bill 
itself,  and  then  he  must  not  lose  sight  of  Wall  Street,  mind 
the  bears,  and  look  out  that  no  attack  is  made  upon  his 
control,  while  at  the  same  time  he  has  to  provide  all  new 
funds  wanted.  And  then  comes  the  comphcated  system 
itself,  with  hues,  rails,  rolling  stock,  passenger  traffic  and 
freights,  tariffs,  land  sales,  and  so  on.  These  things  require 
more  than  ordinaiy  business  capacities;  they  demand  extra- 
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ordinary  talent,  and  even  this  must  fail  if  it  is  not  backed 
by  arbitrary  power.  Asa  rule  this  is  given,  and  in  America 
we  usually  find  that  blind  support  of  the  management  Avith- 
out  which  the  latter  would  lack  strength. 

Railroad  presidents  always  become  such  by  their  intrinsic 
merits,  either  by  gradual  promotion  or  by  a  successful  co?>6p 
in  Wall  Street,  the  latter  being  in  itself  a  proof  of  vast 
abilities.  Among  the  last-mentioned  class  there  are  a  fcAV, 
like  Gould  and  Rockefeller,  who  occasionally  capture,  control, 
and  "milk"  a  line,  and  then  drop  it  again;  but,  as  a  rule, 
even  these  millionaires  adhere  to  their  properties  and  aim 
at  their  improvement,  although  at  the  same  time  they  are 
not  disinclined  to  use  their  power  now  and  then  for  specu- 
lative purposes. 

The  railroad  kings  undoubtedly  rank  among  the  greatest 
men  in  the  United  States.  They  have  money,  power,  and 
fame,  and  for  these  reasons,  especially  because  they  have 
power,  .Vmericans  honour  them,  although  the  nation  is  adverse 
to  arbitrary  power  and  hostile  to  corporations  in  general; 
and  their  tours  of  inspection  ai'c  Avhat  a  Royal  visit  is 
at  liomo. 


CHAPTER  ]I. 

THE  ERA  or  GROWTH  AND  GRJEVANCES. 

In  the  preceding"  eliapter  I  have  enninerated  a  few  of 
the  principal  characteiistics  of  American  Eailways.  I  have 
shown  tliat  for  transportation  the  entire  country  more  than 
any  part  of  Europe  is  dependent  upon  its  iron  roads,  and 
that  this  dependence  is  enhanced  by  tlie  conspicnously  migi-a- 
toiy  habits  of  the  people.  I  have  stated  that  the  railroads 
exercise  an  enormous  intluence  npon  the  development  of  the 
countiy,  and  that  for  this  reason  and  owing  to  a  vast  spe- 
culation almost  every  member  of  the  community  takes  an 
active  interest  in  raih'oad  mattes,  while  the  speculation  itself 
is  rendered  extraordinarily  exciting*  by  the  great  fluctuations 
to  wliich  trade  and  prosperity  are  subject.  Further,  I  have 
briefly  called  attention  to  the  fact  that  tlie  management  is 
far  more  autocratic  tlian  that  of  European  railways,  given 
tlie  reasons  for  this  phenomenon,  and  stated  that  shares  and 
bonds  have  been  distributed  according  to  principles  otliei* 
than  those  on  this  side  of  the  Atlantic.  Lastly,  1  have  said 
that  from  excessive  competition  there  aiises  a  mutual  animo- 
sity entirely  unknoAvn  iif  any  part  of  the  Old  World  and 
resulting  in  war  being  the  natural  state  of  these  enterprises. 

But  this  enumeration  by  no  means  exhausts  the  list  of 
distinctive  qualities.  American  railw^ays  are  subject  to  .\me- 
rican  conditions  and  influences.  Thev  are  obliged  to  honour 
and  obey  American  laAvs,  even  if  it  cannot  be  alleged  that 
they  love  them.  Their  relations  to  the  people  at  large,  and 
the    attitude    of  the   people   towards  the  vast  corporations 
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noAV  nominally  representing  a  capital  of  $  10,000,000,000  ^ 
or  about  one  tenth  of  the  nation's  wealtli,  are  mateiially 
different  from  con-esponding  conditions  at  home.  Tn  short, 
as  I  have  been  careful  to  emphasize  before,  there  are  count- 
less contrasts  between  American  and  EngUsh  railways,  and 
as  long  as  these  differences  are  not  clearly  understood  abroad, 
or  at  least  fully  realized,  our  knowledge  of  American  rail- 
ways must  of  necessity  be  imperfect  and  consequently  our 
opinion  concerning  them  wi'ong.  It  is  therefore  of  vital 
importance  that  the  reader  should  be  enabled  to  see  tliese 
differences  and  distinctions,  and  for  that  reason  we  shall 
have  to  give  them  our  undivided  attention  before  we  com- 
mence to  speak  of  individual  groups  or  lines.  We  shall  start 
at  the  genesis  of  railroads  in  the  United  States,  and  see 
under  what  conditions  they  Avere  given  birth  to.  We  shall 
point  to  the  consequences  of  these  conditions  and  to  the 
effects  they  had.  We  shall  call  attention  to  the  defects  as 
well  as  to  tlxe  merits  of  methods  and  systems,  draw  the 
outlines  of  the  crimes  committed  by  the  corporations  and  of 
the  evils  they  wrought,  as  well  as  refer  to  the  vast  amount 
of  good  they  did  and  the  great  services  they  rendered  to 
the  country.  Above  all  we  shall  trace  to  its  origin  the  public 
indignation  provoked  by  an  abuse  of  power  and  a  reckless 
disregard  for  the  wishes  of  the  pubUc,  an  indignation  which 
culminated  in  intolerable  conditions  and  resulted  in  an 
exceedingly  hostile  attitude  of  the  majority  of  the  people 
which  at  one  time  threatened  to  involve  a  vast  interest  in 
grave  dangers,  a  repetition  of  which,  although  unlikely  to 
occur,  is  by  no  means  altogether  impossible. 

Of  the  early  days  of  railroading  httle  need  be  said  now. 
Soon  after  the  completion  of  the  railway  from  Liverpool  to 
Manchester,    opened  September  15,  1830,  a  road  was  com- 

^  According  to  the  most  recent  statistics  (1890)  the  railroads  of  the  United 
States  represent  a  capital  of  8  10,122,500,000.  Of  this  a«;gregate  $  4,640,000,000 
was  represented  by  shares,  and  $  5,106,000,000  by  bonds,  while  the  floating  debt 
amounted  to  $376,000,000.  A  large  proportion  of  the  total  capital  is,  however, 
fictitious,  as  will  be  seen  hereafter. 
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menced  in  Georgia,  and  a  few  years  before  the  Baltimore 
and  Ohio  had  been  started,  this  being  the  first  American 
railway  traversed  by  a  locomotive  engine.  ^  This  road  is 
said  to  have  been  conceived  by  George  Washington,  who 
intended  to  connect  Baltimore  Avith  the  Ohio  River  by  means 
of  a  tramway,  and  the  project  was  revived  soon  after  the 
completion  of  the  Erie  Canal  which  threatened  to  give  New 
York  the  monopoly  of  Western  trade.  ^  The  Erie  was  pro- 
jected next,  then  came  the  Uhnois  Central,  and  soon  hnes 
were  built  eveiywhere  east  of  the  Mississippi.  The  railways, 
of  course,  had  to  obtain  a  charter  from  tlie  various  State 
Legislatures,  yet  veiy  few  obstacles  Avere  placed  in  their 
way.  ^  The  enormous  "Parliamentary  expenditure"  of  England, 
which  according  to  a  return  presented  to  the  House  of  Com- 
mons reached  the  stupendous  sum  of  nearly  four  miUions 
sterling  between  1872  and  1882,  has  never  been  known  in 
the  United  States.  The  want  of  transportation  was  keenly 
felt,  more  keenly  than  anj^where  else;  and  those  who  under- 
took to  provide  it  found  not  many  obstacles.  At  first  the 
demands  of  the  railways  somewhat  alarmed  the  various 
Congresses;  but  these  demands  being  recognised  as  just  or 
necessaiy  they  were  at  once  acceded  to.  And  when  it  was 
found  that  money  was  not  put  into  these  new  ventures  as 
quickly  as  could  be  desired,  the  legislatures  did  not  hesitate 
to  create  inducements.  Land  grants  were  made  almost  every- 
where; the  Illinois  Central  got  a  shce  of  choice  land 
12  miles  broad  running  throughout  the  entire  length  of  the 
State  of  Illinois.  The  Northern  Pacific  received  47,000,000 
acres,    the    Atlantic    and   Pacific    42,000,000,    the   Lniou 


1  Before  the  opening  of  the  Baltimore  and  Ohio  there  was  a  small  railway, 
three  miles  long,  near  Quincy  in  Massachusetts,  and  another,  also  traversing 
but  a  very  short  distance,  near  Maunch  Chunk  in  the  Pennsylvania  anthracite 
-coal  district. 

2  For  fuller  particulars  see  Chap.  XVII. 

3  lb. 
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Pacific  13,000,000  and  so  forth  ;^  but  beyond  land  grants 
the  Government  nev^er  gave  material  assistance,  except  in 
the  instance  of  a  few  Pacific  Roads,  built  immediately  after 
the  war  for  strategical  purposes.  Rights,  powers,  and  privi- 
leges however,  were  more  frequently  given,  and  absolute  or 
conditional  immunity  from  taxation  was  a  popular  form  of 
support.  To  this,  however.  Government  interference  was^ 
limited  during  the  four  first  decades  of  railroading,  and  the 
interference  always  took  the  shape  of  aid  and  never  of 
restriction.    The  more  roads  built  the  better. 

Thus  the  railways  became  enterprises  privileged  and  pro- 
tected, favoured  and  fostered  by  the  Government,  and  with 
reason.  The  advantages  accruing  from  this  favourable  atti- 
tude of  the  State,  however,  were  not  the  only  ones  enjoyed 
by  the  new  corporations.  They  also  became  agencies  of 
transportation  under  peculiarly  favourable  circumstances.  In 
England,  and  in  Europe  generally,  the  era  of  railways  was 
preceded  by  times  of  great  commercial  activity,  and  with 
smaller  distances  there  were  excellent  highways,  numerous 
canals,  and  many  seas  or  navigable  rivers,  which  gave  easy 
access  to  every  important  city.  In  America  there  was  verj^ 
little  trade  before  the  railroads  came,  and  the  economic- 
history  of  the  countrj^  hardly  began  before  the  day  on 
which  the  first  locomotive  engine  ran.  The  distances  were 
almost  beyond  comprehension;  there  was  no  Baltic  or  Me- 
diterranean cutting  deep  inland,  with  large  rivers  carrying 
craft  from  the  sea  into  the  heart  of  the  continent.  There 
was  one  vast  stretch  of  countiy,  the  greater  part  of  which 

1  The  Encyclopaedia  Britannica  (p.  254)  states  that  200,000,000  acres  of  land 
were  given  at  one  time  and  another  to  railroads  West  of  the  Mississippi  River. 
Adams  on  Public  Debts  (p.  356)  says  that  previous  to  1880  215,000,000  acres  were 
granted  to  railroads  and  canals.  The  grants,  however,  were  not  such  a  liberal 
gift  on  the  part  of  the  Government  as  is  generally  supposed,  because  the  latter 
derived  large  benefits  from  them.  Land  grants  usually  were  made  in  alternating 
sections,  and  thus  the  Government  in  a  measure  was  compensated  for  its  liberal 
gifts,  its  sections  rising  in  value  together  with  those  given  to  railways.  Had 
grants  not  been  made  in  alternating  sections  the  railways  no  doubt  would  have 
succeeded  in  favouring  their  estates  to  the  detriment  of  the  "public  lands  of  the 
Government.'' 
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was  inaccessible.  There  Avhere  no  ordinary  highways,  and 
few  canals  leading  to  the  most  promising  regions ;  and  com- 
pared with  the  want  of  transportation  even  the  grand  Mis- 
sissippi system  was  insignificant,  the  more  becanse  it  led 
to  what  from  a  commercial  point  of  view  is  a  very  bad  part 
of  the  coast.  Thus  the  American  raih'oad  alone  took  the 
place  which  the  railways,  the  rivers,  the  canals,  the  coasting 
trade,  and  the  highways  combhied  occupied  in  England;  it 
became  a  monopohst  which,  except  in  a  few  cases,  never  had 
any  other  competition  than  that  of  its  own  fellows.  And  where- 
as in  Eui'ope,  especially  in  England,  railways  were  from  the 
outset  exposed  to  the  competition  of  water  routes,  the 
American  road,  broadly  speaking,  had  the  field  all  to  itself. 

Of  this  monopoly  the  railways  Avere  fully  aware,  and 
they  were  conducted  by  a  class  of  men  too  shrewd  not  to 
take  advantage  of  the  situation.  The  coi-porations  had  been 
endowed  with  almost  unrestricted  powers,  because  everybody 
knew  that  the  greater  the  number  of  railroads  the  more 
rapid  the  development  of  the  country  Avould  be,  the  faster 
the  wealth  of  the  nation  would  increase.  p]verybody  realised 
what  the  advent  of  a  railroad  meant;  everybody  knew  that 
"a  railway  or  no  railway"  was  simply  a  new  version  of 
"to  be  or  not  to  be.''  And  from  the  time  this  was  first  re- 
cognised the  first  of  the  long  hst  of  oppressions,  injustices 
and  crimes  committed  by  the  railways  dates  back. 

The  railways  knew  they  were  desired.  Not  only  entire 
counties,  but  entire  States  Avere  longing  for  them,  and  the 
hamlets  then  scattered  broadcast  all  over  the  country  were 
yeanling  for  transportation  facilities  Avhich  it  was  anticipated 
would  cause  that  rapid  growth  and  amazing  development 
of  their  particular  region  or  town  the  faith  in  which  is  one 
of  the  most  peculiar  traits  in  the  character  of  every  Ameri- 
can. This  faith,  moreover,  Avas  stimulated  by  the  marked 
development  of  the  country  adjacent  to  the  earUer  routes 
of  transportation,  as,  for  instance,  along  the  Erie  Canal; 
and  thus  the  railways  saw  their  chance,  and  asked  payment 
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for  tlieir  visit.  The  grant  of  space  for  stations  in  eveiy 
place  along  the  line  became  a  matter  of  course;  but  the 
railways  were  not  satisfied  with  that,  and  boldly  demanded 
financial  support  which  was  usually  given  in  the  shape  of 
municipal  bonds,  saymg  that  without  the  aid  of  the  town- 
ships it  would  be  impossible  to  build  the  road,  and  threaten- 
ing to  pass  any  village  which  did  not  at  once  accede  to 
their  demands.  ^  In  England  this  course  Avould  have  been 
impossible.  Not  only  have  the  various  companies  been  re- 
quired to  file  a  detailed  map  before  they  could  got  then* 
Act,  but  public  opinion  soon  would  have  effectually  protested 
against  similar  proceedings.  In  America,  however,  matters 
were  different,  and  raih-oads  changed  their  routes  as  much 
as  they  pleased,  while  their  demands  upon  municipalities  were 
alleged  to  be  necessary  owing  to  want  of  money.  But  there 
was  hardly  one  village  in  a  county  which  objected  to  paying 
for  its  railroad  and  which  did  not  anticipate  so  many  benefits 
from  the  railways  that  it  was  not  ready  to  place  upon  its 
future  a  mortgage  which  too  often  proved  bui'densome  after- 
wards. When,  however,  an  exceptional  town  or  village  was 
unwiUing  to  "pay  up"  the  railAvay  carried  out  its  thi^eat, 
and  the  unmanageable  township  was  ruthlessly  starved  to 
death  Avhile  its  rivals  thrived  and  prospered;  and  such  a 
punishment  was  very  effective.  The  will  of  the  railways 
was  law,  and  the  few  grumblers  in  backway  townships, 
however  just  their  complaints,  found  no  hearing  in  the  le- 
gislatures Avhich,   although  yet  independent  of  the  raiboads. 


1  W.  W.  Cook,  a  New  York  lawyer,  says  in  his  book  on  The  Corporation  Problem 
(Putnam,  1889) :  "The  gift  of  Municipal  bonds  to  railroads  has  been  denounced 
by  the  greatest  Americanjuristsof  the  age  as  unjust,  improvident,  unnecessary  and 
illegal  ...  although  the  U.  S.  Supreme  Court,  in  its  efforts  to  protect  innocent 
investors,  and  to  preserve  the  honour  of  American  credit,  has  sustained  the 
legality  of  such  bonds.  After  the  bonds  were  issued  they  were  sold...  for  what 
they  would  bring,  and  always  below  par  (p.  12).  The  American  people  begin  to 
realise  that  municipal  aid  to  RR.  is  a  mistake"  (p.  96). 

Henry  George  in  Prottrcss  and  Poverty.  "A  railroad  company  approaches  a  small 
town  as  a  highwayman  a  victim:  "Stand  and  deliver."  The  threat  of  the  railway 
is  not  merely  to  withhold  what  it  might  give,  Imt  to  place  it  in  a  position 
worse  than  if  no  railroad  had  been  built." 
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were  too  much  impressed  with  their  necessity,  too  much 
bent  upon  encouraging  them,  and  too  much  prejudiced  in 
their  favour  to  pay  any  heed  to  isolated  complaints. 

Thus,  with  land  grants,  favoui's  from  the  various  legislative 
bodies,  rights  and  franchises,  the  railways  were  built  as 
fast  as  money  could  be  got.  ^  Sometimes  a  depressed  money 
market  would  restrict  building  operations ;  sometimes  buoyant 
years  would  result  in  a  building  craze,  and  20,000  miles  of 
track  would  be  built  within  a  couple  of  years.  After  some 
time  railways  were  no  longer  constructed  merely  where 
required,  or  where  a  fair  prospect  upon  returns  existed ; 
for,  as  will  be  seen  hereafter,  not  only  was  railroad  business 
expected  much  of,  but  there  was  a  large  and  safe  profit  in 
the  actual  building  of  a  road,  and  in  consequence  lines  were 

^  The  following  figures  show  the  exact  mileage  completed  each  year  up  to 
the  end  of  1891 : 
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2,818 

3,535 

4,026 

4,185 

4,377 

4,633 

4930 

5,598 

5,996 

7,365 

9,021 

10,982 

12,908 

15,360 

16,720 

18,374 

22,016 

24.50;S 

26,968 

28,789 

30,826 

31,286 


1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

loil 

1872 

1873 

1874 

1875.. 

1876 

1877 

1878 

1879 

1880 

1881 

1882 

1883 

1884 

1885 

1886 

looi ...■••.. 

1888 

1889 

1890 

1891  (est)... 


834 
1,050 
738 
1.177 
1,716 
2.449 
2,979 
4615 
6,070 
7,379 
5,878 
4,(>97 
2,117 
1,711 
2,712 
2,'.80 
2,629 
4,746 
6,876 
9,796 

11,568 
6,741 
3,825 
3,608 
9,000 

12,983 
7,066 
5706 
5,738 
4,168 


32,120 

33.170 

33908 

35.085 

36,801 

39.V50 

42,229 

46,844 

52,914 

60,293 

66,171 

70.268 

72,385 

74,096 

76.808 

79,088 

81,767 

86.584 

93,296 

103,143 

114,712 

121,455 

125,379 

128,361 

136,379 

149,257 

156,173 

161,319 

166,817 

170.985 
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laid  into  parts  of  the  country  which  for  decades  to  como 
offered  not  the  sUghtest  prospect  of  suppljing  remunerative 
business  for  the  roads,  or  tAvo  Unes  were  built  where  one 
would  have  been  more  than  sufficient  for  years  to  come. 
Thus,  from  its  earUest  days  raih^oading  has  been  made  a 
means  to  fleece,  blackmail  and  oppress ;  but  it  was  not  be- 
fore the  sixties  that  lack  of  principle  assumed  the  still  more 
disgusting  shape  of  a  demorahsation  such  as  no  other  branch 
of  business  has  ever  known  before,  or  probably  Avill  know 
hereafter. 

As  soon  as  railways  were  built  and  put  into  operation  the 
managers  suddenly  became  conscious  of  the  possession  of 
another  formidable  power — discrimination.  The  law  did  not 
make  any  fixed  rates  which  they  might  charge  for  their 
services,  and  by  charging  Avhat ever  they  pleased  they  had 
the  power  to  make  or  mar  individuals,  towns,  counties,  nay, 
.entire  States,  and  to  levy  blackmail  accordingly. 

There  are  three  kinds  of  discrimination — against  localities, 
against  individuals,  and  against  various  classes  of  freight. 
To  judge  of  their  importance  we  will  explain  the  nature  of  each. 

Discriminations  agg^inst  localities  are  probably  tliomost 
frequent,  and  they  are  by  no  me;ans  unknown  in  England 
and  other  European  countries.  In  raih'oad  parlance;  this 
kind  of  discrimination-  consists  of  "charging  more  foi;  the 
short  than  for  the  long  haul."  One  of  the  most  notable 
cases  was  the  Winona  discrimination,  when  $  3.25  was 
charged  for  a .  bale  of;  cotton  from  Winona,  a  city  on  the 
Illinois  Central,  situated  beween  Memphis  and  New  Orleans, 
to  New  Orleans,  a  distance  of  275  miles,  while  one' bale 
from  Memphis  to  New-  Orleans,  a  distance  of  450  miles 
(via  Winona)  was  carried  for  $  1.00.  Similar  discriminations 
were  in  vogue  all  over  the  country.  For  example,  the  rate 
between  New  Orleans .  and  New  York  for  a  cevtain  class  of 
freight  was  76  cents,  while  from  Atlanta  to  New  York,  but  two- 
thirds  of  the  distance,  $  1 .00  was  charged.  The  rate  for  sugar  from 
New   York  to   Ogden,-  Utah,  2,466  miles,  was  $2:14.  per 


CHAP.  II         THE  ERA  OF  GROWTH  AND  GRIEVANCES.  23 


100  lb.;  to  San  Francisco,  3,299  miles,  it  was  but  S  1.25 
and  so  instances  might  be  multiplied  indefinitely.  It  is  evi- 
dent that  upon  some  localities  these  differences  had  the  most 
disastrous  results.  To  take  the  Whiona  cotton  case.  It  is 
plain  that  the  planter  who  could  ship  his  cotton  in  Memphis 
could  reaUse  S  2.25,  per  bale  more  than  the  one  in  Winona, 
the  market  value  of  the  fibi*e  in  New  Orleans  being  of  course 
the  same;  and  this  difference  is  so  great  that,  if  it  does 
not  render  profits  absolutely  impossible,  it  may  at  least  de- 
termine between  prosperity  and  proverty,  and  must  cause  a 
serious  depression  in  the  value  of  lands  in  Winona.  ^  Indeed, 
some  writers  have  gone  so  far  as  to  assert  that  the  depopu- 
lation of  rural  districts,  perceptible  in  many  parts  of  the 
States,  is  a  result  of  the  discrimination  against  local  points, 
for  of  course  it  could  not  be  practised  against  large  locali- 
ties, which,  as  a  rule,  have  competuig  railroads.  ^  Yet  this 
is  an  extreme  view  of  theorists  like  Mr.  Hudson  and  Pro- 
fessor R.  T.  Ely,  or  of  men  Uke  Mr.  Stickney,  of  the  "Maple 
Leaf,"  who  in  his  recent  work  on '^ The  Eailwai/  Problem' 
defends  views  one  would  not  expect  from  the  Chairman  of 
a  milroad  company.  No  doubt  discrimination  between  loca- 
lities gave  rise  to  cuiious  anomalies,  and  reason  for  some 
just  complaints.  For  instance,  in  one  case  it  Avas  cheaper 
to  ship  some  goods  from  Pittsburgh  first  to  New  York  and 
thence  to  Chicago  than  to  ship  them  there  direct,  so  that 
the  railway  got  less  for  carrying  goods  1,400  mOes  than  HOO. 
and  took  them  up  and  doAvn  from  Pittsbui'gh  to  New  Yoi'lv 
along  the  same  line  for  less  than  nothing.  But  as  regards 
discriminations   between  localities    in  general,    though  vehe- 

1   Hudson,    'Hie   Itailicays   and  the   Jiepublic,  (p.  168). 

I  had  a  conversation  about  this  famous  Winona  case  with  Mr.  Markhain,  the 
traffic  manager  of  the  Hlinois  Central,  who  showed  me  by  his  tariffs  that  Winona 
paid  no  higher  rates  than  any  other  local  point,  and  argued  that,  since  empty 
cars  for  the  South  pass  Memphis  every  day,  lower  rates  could  be  made  then*. 
Every  cent  realised  from  freight  in  excess  of  the  difference  ])etween  the  cost 
of  transportation  of  an  empty  and  a  loaded  train  was  clear  profit.  In  Winona, 
however,  no  sufficient  freight  is  given  to  warrant  lower  rates. 

1  Stickney,  The  RH.  Problem,  pp.  29  and  30. 
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mently  denounced  by  numerous  writers,  I  think  that  they 
are  not  as  black  as  they  are  painted,  and  that  not  mucli 
blame  attaches  to  the  railwaj^s.  ^  From  the  few  instances 
which  T  have  mentioned  we  see  at  once  the  reason  of 
these  discriminations.  Rates  are  lowest  at  competitive  points, 
and  instead  of  saying  charging  more  for  the  short  haul  than 
for  the  long,  it  should  be  charging  less  for  the  long  haul 
than  for  the  short  one.  At  competitive  points  the  railway 
has  rivals:  in  the  three  instances  mentioned  before,  tlie 
railways  have  to  compete  with  Mississippi  steamers,  the  Une 
of  steamships  from  New  Orleans  to  New  York,  and  the  water 
rates  round  Cape  Horn,  and  they  have  either  to  accept  the 
lower  rate  or  lose  the  business.  Where  there  is  no  water 
competition  there  is,  in  the  case  of  discriminations,  rail 
competition,  and  competition  always  tends  to  depress  prices. 
Moreover,  there  are  other  reasons  why  competitive  points 
should  have  the  advantage.  Numerous  cars  pass  them,  to  use 
a  famihar  bull,  "loaded  back  empty,"  and  if  a  railway  can 
fill  them  with  freight  at  reduced  rates  this  may  still  pay 
better  than  no  freight  at  all.  For  instance,  if  the  Illinois 
Central  refused  to  ship  cotton  from  Memphis  to  New 
Orleans  at  a  dollar  a  bale  the  freight  would  simply  go  by 
steamer.  ^  Further,  it  should  be  borne  in  mind  that  it  is 
comparatively  cheaper  to  carry  a  bale  or  a  box  two  hundred 
miles  than  fifty,  because  "terminal  work"  (loading  etc.)  forms 

1  General  Alexander,  a  Southern  railroad  man,  whose  ^a/Zroad  Practice  (Putnam)  is 
a  defence  against  the  attacks  of  mere  theorists,  says  (p.  23).  "Three  mistaken 
ideas  upon  this  subject  are  very  prevalent  and  have  led  to  the  popularity  of 
the  "long  versus  short  haul"  legislation:  First  —  That  the  railroads  are  losing 
money   on  the  long  hauls  and  make  it  up  on  the  short,  whereas,  whatevir  is 

received  for  the  long  above  ^additional  coat"'  (see  foregoing  note)  is  extra 

Second.  — '  That  only  the  city  which  receives  the  rate  gets  tne  benefit,  whereas 
it  is  really  but  a  benefit  in  trust  on  its  way  to  local  producers  and  consumers 
Third.  --  Every  village  believes  that  competitive  rates  would  make  a  city  of 
it,  which  question  is  one  beyond  discussion."  These  arguments  carry  conviction 
with  them,  and  also  in  England  are  worthy  of  regard.  I  refer  those  more  especially 
interested  in  this  controversy  to  a  pamphlet  entitled:  Statement  on  behalf  of  the 
III.  Central  Hit  Company^  in  Support  of  its  Action  in  holding  Higher  Hates  for  IheS'iorter 
than  for  the  Longer  Haul,  which  is  issued  by  the  Illinois  Central  RR,  Company 
in  Chicago. 

2  See  note  on  foregoing  page. 
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a  very  important  item  of  the  cost  of  transportation,  and  lias 
to  be  charged  twice  for  a  small  distance  as  well  as  for  a 
long  one  Let  us  assume  loading  and  unloading  to  cost  the 
railway  25  c.  a  car,  while  moving  it  costs  one  cent  per 
mile.  Then  the  cost  of  transportation  for  fifty  miles  would 
be  2  multiplied  by  25  c  plus  50  multiplied  by  1  c.  or  one 
dollar.  To  carrj^  it  two  hundred  miles  would,  however,  not 
cost  four  times  as  much,  or  $  4.00.  but  only  2  multiplied 
by  25  plus  200  multiplied  by  1,  or  $  2.50.  Furthermore, 
there  is  a  larger  business  at  competitive  points,  and  there 
are  more  full  car  loads  than  in  small  places,  which  compen- 
sates for  lower  freight  rates.  From  all  this  it  is  evident 
that  the  long  v,  short  haul  agitation,  of  which  so  much  fuss 
is  made,  has  not  much  ground  to  stand  on.  Yet  discrimhia- 
tions  were  forbidden  long  ago  in  four  or  five  States,  and 
now  are  unlawful  under  the  Interstate  Commerce  Act,  with 
what  results  we  shall  see  later  on.  No  doubt  it  had  its 
evils  and  anomalies.  The  grain  rate  from  Chicago  once  Avas 
15  c.  to  New  York,  against  25  c.  to  Pittsburgh.  Why  should 
a  Pittsburgh  labourer  pay  more  for  his  bread  than  one  in 
New  York,  in  spite  of  his  being  twice  as  near  to  the  centre 
of  production  ?  The  low  grain  rates  from  the  West  ruin  farmers 
in  the  East,  and  transfen*ed,  Mr.  Hudson  says,  $  350,000,000 
in  land  values  from  the  East  to  the  West.  No  doubt  this  is  to 
the  detriment  of  Eastern  fanners.  But  a  few  isolated  facts  like 
these  detract  nothing  from  the  force  of  the  arguments  railways 
advance  in  favour  of  the  necessity  of  local  discriminations. 
It  is  otherwise  with  the  second  class  of  discriminations, 
consistuig  in  making  differences  between  individuals,  by  far 
the  most  damnable,  unjust,  and  repulsive  practice  of  railways, 
which,  moreover,  could  be  most  effectually  concealed  by 
rebates,  drawbacks,  underbiUing,  and  other  ingenious  devices.  ^ 


^  I  have  been  told  that  at  present  p?rsonal  discriminations  are  concealed  by 
the  aid  of  poker.  An  Agent  will  agree  with  a  shipper  that  he  shall  have  a 
monthly  rebate  of  say  $5U0.  Then  they  play  poker  for  a  few  minutes  the  agent 
bets  $500  on  a  very  bad  hand,  and  the  shipper  "sees''  him  The  agents  use.j  to 
receive  costly  presents  from  the  shipper,  but  with  the  increase  of  competition 
the  reverse  takes  place  now. 
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One  man  got  a  cheaper  rate  than  his  rivals,  and  b}^ 
this  favour  he  could  amass  a  fortune  while  others  were 
ruined.  The  most  notable  instance  of  this  kind  of  discrimi- 
nation is  that  of  the  Standard  Oil  Company,,  which  owes 
its  rise,  as  Eockefeller  owes  part  of  his  fabulous  wealth,  to 
discriminations.^  To  give  the  full  history  of  this  "commer- 
cial crime"  would  require  too  much  space,  but,  briefly  stated, 
it  amounted  to  this :  Rockefeller  founded  his  business  in 
Cleveland  instead  of  in  Pittsburgh,  to  be  able  to  avail 
Iximself  of  the  lowest  rates  to  New  York,  those  on  the 
water  route  along  Lake  Erie,  the  Erie  Canal  and  the  Hudson 
River.  Then  he  went  to  the  railways  and  asked  rates  more 
favourable  than  the  lake  and  canal  route  could  give,  and 
he  obtained  them.  Thus,  having  stolen  a  march  upon  his 
competitors,  his  business  grew  rapidly,  and  as  it  increased 
he  went  again  to  the  railways,  induced  them  to  underbid 
each  other  to  secure  his  large  freights,  and  got  stDl  lower  rates. 
Finally  the  company  demanded  not  only  a  very  much  lower  rate 
than  anybody  else  in  the  petroleum  trade,  but  had  the  audacity 
to  ask  for  a  rebate  on  the  petroleum  shipped  by  others,  so 
as  to  make  sure  that  its  rivals  had  to  pay  much  higlier 
rates  than  itself.  This  claim  of  the  greatest  shipper,  however 
repulsively  unjust,  w^as  not  refused,  and  once  the  Standard 
Company  received  rebates  to  the  amount  of  $  10,000,000  '^ 
within  18  months,  this  immense  sum  being  of  course  paid 
by  its  rivals  in  business,  wiio  had  to  sell  out  one  after  the 
other  or  go  banki'upt.  Enormous  wealth  and  an  oppres- 
sive monopoly  were  tlie  results  of  this  criminal  practice,  as 
disastrous  to  tlie  railways  who  had  made  the  wealth  and 
the  monopoly,  but  afterwards  found  tliat  the  latter  restricted 
the    output,    as  hiu'tful  to  tlie  American  petroleum  industry 

1  The  lull  history  of  the  rise  of  this  wealthy  compauy  is  given  in  Mr.  Hudson's 
The  lUiilivays  and  the  KepuhUc  (pp.  67—116)  of  which  it  is  one  of  the  most  interesting 
chapters. 

2  Prof.  R.  T.  Ely  in  Harper's  Magazine,  August  18S6:  "If  it  (the  Standard  Oil 
Company)  had  transacted  business  at  such  terms  as  would  have  involved  to 
others  a  loss  of  S  5,000.000  there  would  still  have  been  an  equal  sum  for  distri- 
bution as  profits." 
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and  to  the  public.  These  facts  were  elicited  under  cross- 
examination,  and  are  therefore  beyond  dispute.  They  con- 
stituted, however,  by  no  means  an  isolated  case.  Similar 
gross  injustices  were  of  every-day  occuirence.  Men  in  busi- 
ness were  anxious  to  got  on  good  terms  with  railroad  people 
to  obtain  special  rates,  and  some  of  them  acquired  great 
wealth  while  their  rivals  became  bankrupt.  To  show  what 
even  a  small  differential  rate  will  do  I  will  quote  an  example 
from  Mr.  Stickney's  ^'Railroad  Problem.'"  He  supposes  a 
wheat  merchant  somewhere  west  of  the  Missouri  to  get 
a  rate  to  Chicago  i  cent,  per  bushel  less  than  his  rivals  in 
business.  He  has  $  50,000  at  his  command,  sufficient  for 
an  annual  turnover  of  2,000,000  bushels.  Backed  by  his 
low  rate,  he  can  commence  paying  for  his  wheat  as  nmch 
as  his  rivals  could  pay  if  they  renounced  then*  profit,  and 
then  still  make  the  apparently  insignificant  gain  of  i  cent, 
per  bushel.  On  1,500,000  bushels,  however,  this  amounts  to 
S  37,500,  or  75  per  cent  of  his  capital.  Naturally  his  rivals 
must  go  bankrupt  or  retire  from  the  business.  He  gets  the 
monopoly  because  he  can  pay  the  highest  price  for  wheal ; 
and  by  virtue  of  his  unfair  advantage,  small  though  it  may 
seem,  he  can  realise  a  large  fortime  in  a  few  years.  Similar 
discriminations  were  general.  The  Hepburn  committee,  which 
a  few  years  ago  held  an  investigation  in  New  York  State, 
collected  evidence  of  more  than  5,000  discriminations  in 
favour  of  individuals,  made  by  the  N.  Y.  Central  and  Erie 
Railroads,  and  in  proportion  they  could  be  found  in  all 
States  of  the  Union.  Their  demoralising  influence,  gross  injustice, 
and  criminal  character  is  too  evident  to  need  emphasising. 
Next  to  these  came  discriminations  against  merchandise. 
The  Standard  Oil  affair,  apart  from  being  a  discrimination 
in  favour  of  persons,  and  indnectly  against  localities,   natu- 


1  Among  the  numerous  evil  results  attributed  to  this  damnable  practice  is 
the  gradual  development  of  vast  enterprises  and  the  centralisation  of  trade  in 
the  hands  of  comparatively  few  people,  who  crush  and  crowd  out  small  business, 
as  well  as  the  creation  of  immense  fortunes  which  are  regarded  with  no  little 
apprehension.    Cook,  Corporation  Pro'jlem. 
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rally  was  to  the  detriment  of  the  petroleum  trade  because 
the  monopoly  restricted  the  consumption,  and  is  responsible 
for  this  trade  being  diverted  to  Cleveland,  although  Pittsburgh 
could  have  become  its  natural  centre.  The  latter  city  being 
for  many  years  enth-ely  dependent  upon  the  Pennsylvania 
railroad  in  its  intercourse  with  the  East  has  probable  suf- 
fered more  from  railway  tyranny  than  any  other  city  in  the 
Union.  It  is  generally  known  how  favourably  the  city  of 
natural  gas  is  situated:  so  favourably,  indeed,  that  in  spite 
of  adverse  rates  it  has  become  the  American  Birmingham. 
Yet  its  iron  and  glass  industries  went  through  many  a  crisis 
which  can  be  traced  directly  to  railroad  discriminations  against 
its  businesses;  the  riots  of  1877,  for  instance,  caused  by  a 
lock-out,  could  have  been  averted  if  rates  had  been  more 
favourable;  it  has  been  proven  that  in  that  case  Pittsburgh 
industries  could  have  worked  for  exportation  and  that  there 
was  a  sufficient  profit  on  railway  transportation  to  admit  of 
a  very  substantial  reduction  of  the  tariffs.  There  are  many 
other  instances  of  discrimination  being  detrimental  to  indus- 
tries; for  example,  the  discrimination  against  dead  meat. 
The  four  largest  packing  houses  of  Chicago,  notably  Armour, 
chiefly  owe  tlieir  greatness  to  their  skill  in  "working''  mil- 
road  managers,  and  by  rebates  and  secret  rates  these  houses 
got  tlieir  wealth  in  exactly  the  same  manner  and  by  the 
same  practices  as  the  Standard  Oil  Company.  At  present, 
however,  the  tables  are  turned,  and  they  are  discriminated 
against,  the  rate  for  live  stock  to  the  East  being  proportion- 
ately much  lower  than  the  tariff  for  dead  meat  The  reason 
for  this  is  generally  understood  to  be  that  various  railroad 
presidents  own  great  cattle  ranches,  and,  therefore,  have  an 
interest  in  keeping  dead  meat  rates  in  the  East  high,  and  live 
stock  rates  to  the  East  low  in  order  to  realise  better  prices 
tor  their  cattle.  There  are  still  more  prominent  cases-  In 
the  days  of  the  anthracite  coal  pool  there  were  two  rates 
for  coal  to  Philadelphia.  Coal  for  consumption  in  that  city 
cost    30  cents  more  than  coal  loaded   into   vessels  at  ^j^e 
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same  port,  and  I  could  go  on  enumerating  and  specifying 
cases  to  the  extent  of  many  pages.  Those  of  which  details 
are  given  above  are  but  a  few  prominent  cases;  minor  dis- 
criminations against  various  classes  of  merchandise  are  so 
universal  that  it  would  be  impossible  to  enumerate  them. 
It  was,  and  still  is  to  a  very  gi'eat  extent  a  rule,  to  charge 
different  rates  for  two  classes  of  freight  requiring  the  same 
care  in  transportation;  for  instance,  pig  iron  would  be  charg- 
ed more  for  than  cereals  although  it  is  less  bulky  and 
requu'es  less  care  and  no  covered  cars.  But  against  the 
appUcation  of  the  principle  of  charging  what  the  freight 
will  bear  less  objection  can  be  made  than  against  the  other 
kinds  of  discrimination ;  it  is  evident  that  a  ton  of  silk  can 
bear  a  much  higher  rate  than  a  ton  of,  say,  bituminous 
coals.  And  it  must  be  said  that,  whatever  agitation  there  may 
have  been,  few  people  objected  to  rates  in  themselves,  whicli 
on  the  average  are  lower  in  the  United  States  than  anywhere 
else.  What  people  protested  against  was  that  the  companies 
distinguished  between  individuals  and  between  locahties,  tlie 
latter  without  any  apparent  justification,  the  former  in  a  corrupt 
and  criminal  manner. 

Speaking  of  discriminations  I  must  not  omit  to  mention 
that  this  practice  was  also  resorted  to  as  a  means  of  killing 
the  competition  of  water  routes.  A  glance  at  a  good  map 
of  the  United  States  will  show  that  it  would  be  possible, 
for  instance,  to  ship  cereals  from  Omaha  to  Cincinnati 
or  Pittsburgh  along  the  Missouri,  Mississippi,  and  Ohio  rivers, 
and  from  these  points  they  could  be  sent  to  the  seaboard  by 
rail.  Nowadays  the  all-rail  rate  is  so  low  that  it  would  no 
longer  pay  to  send  gi-ain  East  by  this  route;  but  before 
rates  had  reached  then*  present  level  the  rivers  would  have 
been  employed  to  a  very  great  extent.  Yet  all  attempts  to 
do  this  failed,  the  railroads  making  such  phenomenally  high 
rates  for  gi^ain  from  Ohio  River  points  to  the  seaboard 
that  it  was  much  cheaper  to  ship  the  produce  by  rail  all 
the  way  from  Omaha.  The  Pennsylvania  RR.  discriminated 
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against  all  Ohio  points  as  far  as  the  shipment  of  grain  was 
concerned,  in  order  to  get  the  long  haul  from  Chicago,  and 
Mississipi,  Lake,  and  especially  Erie  Canal  navigation  were 
thus  conspired  against,  as  a  rule  with  the  utmost  success. 
In  America  one  does  not  find  nearly  as  much  traffic  on 
the  Missisippi  as,  say,  on  the  Rhine  or  the  Danube,  and 
although  at  present  there  seems  to  be  no  other  cause  than 
the  low  rail  rates,  water  competition  was  nipped  in  the  bud 
by  discrimination.  It  is  for  example  well  known  that  the 
New  York  Central  never  ceased  to  war  against  the  Erie 
Canal  by  means  of  discrimination,  although  a  more  effectual 
weapon  is  employed  now,  namely  low  rates.  There  can 
hardly  be  any  doubt  that  in  tlie  long  run  the  Canal  will 
be  killed.  For  many  years  it  has  been  a  financial  failui'e, 
and  it  would  no  longer  be  available  as  a  water  route  if  it 
were  not  supported  by  the  State  of  New  York. 

In  addition  to  these  discriminations  connected  with  the 
goods  traffic  there  was  and  still  is  one  of  another  kind,  the 
free  pass  abuse,  which  ranks  among  the  favours  bestowed 
on  individuals.  The  free  pass  was,  and  yet  is,  to  some  ex- 
tent, a  means  of  buying  people.  It  was  often  given  to  secure 
freight ;  oftener  to  buy  influence.  Judges,  sheriffs,  and 
policemen,  senators,  congressmen,  editors  and  reporters  got 
them,  until,  eight  or  ten  years  ago,  half  the  number  of  pas- 
sengers were  carried  free.  It  is  evident  that  whereas 
numerous  passengers  did  not  pay,  others  practically  paid 
double  fares,  for  the  railroads  had  to  make  a  profit  on 
running  trains.  Now,  no  doubt  a  raih-oad  president  should 
have  tlie  power  to  grant  a  free  pass  to  people  especially 
entitled  to  it.  But  if  somebody  who  wants  to  go  with  his 
famDy  on  a  holiday  to  California  can  got  one,  because  he 
happens  to  know  the  "  G.  P.  and  T.  A."  or  some  other 
official,  it  is  clearly  a  fraud  upon  shareholders.  ^ 

1  I  recollect  having  been  once  in  the  New  York  Office  of  a  Railroad  Company 
TJaen  a  gentleman  came  and  asked  for  a  free  pass  for  himself,  his  wife  and  four 
children,  from  New  York  to  a  watering  place  about  300  miles  distant.  The  pass 
was   given  to  him,  and  after  his  departure  I  learned  that  he  was  a  Wall  Street 
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The  result  of  all  these  discriminations  in  their  various 
forms  is  evident.  Of  course  they  made  many  friends  among 
the  public.  The  press,  the  bench,  and  the  legislators  were 
bought  cheaply,  and  backed  by  the  leaders  of  public  opinion, 
by  the  administrators  of  the  law,  and  by  the  Congresses  the 
railway  magnates  were  omnipotent.  During  their  annual 
trips  their  railway  was  a  veiy  via  triumphalis.  Legislatures 
bowed  before  them  and  individuals  kneeled,  because  they 
were  the  most  powerful  class  of  people.  They  could  shape 
politics,  could  make  States  and  counties  poor  or  prosperous 
at  will,  could  make  an  individual  wealthy  or  bankrupt  if 
they  chose,  could  bestow  valuable  favours  or  withhold  them. 
And  this  being  generally  recognised,  the  subserviency  of 
their  favourites  practically  enhanced  their  power.  But  vast 
as  was  the  number  of  their  friends  and  supporters,  their 
actions  gradually  made  bitter  enemies.  The  village  which 
was  discriminated  against  complained.  The  individual  ruined 
bv  favours  extended  to  others  revolted.    The  man  who  had 

ft.' 

to  pay  a  high  fare  while  his  neighbour  in  the  "car''  showed 
a  free  pass  to  conductors,  grumbled;  the  tyrannised  cities, 
the  crippled  industries  made  numerous  irreconcilable  enemies, 
who  after  some  time  gathered  tliemselves  into  a  formidable 
force  bent  upon  attacking  the  common  foe.  When  it  came 
the  conflict  was  fearful,  and  for  a  moment  it  seemed  a& 
though  the  enemy  would  be  crushed,  as  if  the  fortress,  repre- 
senting a  capital  of  two  thoAsand  millions  sterling,  commanded 
by  the  best  brains  of  the  nation,  protected  by  press  and 
legislatures,  but  at  the  same  time  a  stronghold  of  tyranny, 
injustice   and   con'uption,    would   perish.    But   it   was  too 

Reporter  of  a  reputable  evening  newspaper.  The  free  pass  nuisance  has  abated 
to  a  very  great  extent.  Ten  or  twelve  years  ago  most  business  men  carried 
their  "annual"  and  if  they  required  a  free  ride  it  was  but  necessary  for  them 
to  go  to  a  railway  and  threaten  to  ship  no  more  goods  over  it  to  get  one.  At 
present  the  practice  is  less  common,  and  some  states  have  gone  so  far  as  to 
lorbid  their  legislators  to  accept  them.  But  the  practice  is  still  too  much  in 
vogue.  In  the  West  at  least  one  fifth  of  all  passengers  travel  on  free  passes. 
In  the  East  a  pass  is  rar61y  seen.  Another  regrettable  usance  is  that  Railroad 
advertisements  as  a  rule  are  paid  for  with  tickets,  which  are  frequently  sold. 
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strong,  and  when  the  smoke  of  battle  passed  away  it  could 
be  seen  still  standing,  damaged,  it  is  true,  but  standing. 
Whether  the  unsuccessful  besiegers  will  ever  be  compelled 
to  renew  the  attack  remains  to  be  seen,  but  I  think  they 
will  not.  They  have  learnt  that  war  waged  against  tlie 
raih'oads  means  self-destruction  at  its  best ;  and  on  the  other 
hand  the  railways  have  been  taught  that  it  is  dangerous  to 
rouse  the  wrath  of  the  public.  This  experience  must  needs 
be  wholesome  in  its  effects  upon  both  sides. 

How  the  public  commenced  to  fight  the  powerful  corpora- 
tion, how  it  succeeded,  and  what  means  were  employed, 
whether  these  means  were  effective,  just  or  unjust,  will  be 
seen  in  a  future  chapter.  But  before  speaking  of  this  matter 
we  must  deal  with  some  other  practices  as  condemnable  as 
discriminating  rates  or  free  passes.  After  that  we  shall  have 
a  brid's-eye  view  of  conditions  which  caused  the  Inter-State 
Commerce  Act  to  be  passed. 

Although  this  does  neither  mitigate  the  guilt  of  railways, 
nor  detract  a  particle  from  the  nefarious  nature  of  a  perni- 
cious practice,  it  cannot  be  seriously  argued  that  the  various 
kinds  of  discrimination  resorted  to  by  railways  —  except, 
perhaps,  discriminations  against  water  routes  —  originated 
in  a  desire  to  tyrannise  or  injure  the  public ;  they  merely 
sprang  from  the  erroneous  belief  that  they  would  increase 
the  earnings  of  those  companies  which  brought  them  into 
practice.  No  matter  whether  managers  belonged  to  the 
honest  or  to  the  unscrupulous  class  their  own  interest  com- 
pelled them  to  strive  after  an  increase  of  the  earnings  of 
their  company.  If  a  *'boss''  had  commendable  motives  he 
resorted  to  discriminations  because  he  considered  them  a 
direct  means  of  securing  patronage  for  his  railway,  whereby 
earnings,  dividends,  and  credit  of  his  company  would  be 
improved.  If  he  possessed  no  full  measure  of  integrity  im- 
proved earnings  were  equally  desirable  because  larger  receipts 
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would  afford  further  opportunities  for  delusion  and  widen 
the  Held  for  successful  manipulations.  Hence  every  departure 
which  might  be  reasonably  expected  to  increase  earnings  and  to 
improve  business  was  eagerly  resorted  to,  and  among  the  various 
ways  open  to  managers  there  was  none  which  at  first  sight 
appeared  as  desirable  as  discriminations.  In  due  course  it  was 
seen  that  this  appearance,  Uke  so  many  other  appearances,  was 
deceptive;  but  before  the  truth  was  recognised  the  prac- 
tice was  universally  indulged  in.  Why  it  took  so  compara- 
tively long  before  the  true  effects  of  discriminations  were 
recognised  is,  with  the  average  shrewdness  Americans  are 
rightly  credited  with,  somewhat  mysterious;  but  it  seems  as 
if  everybody,  although  aware  of  the  fact  that  all  his  com- 
petitors availed  themselves  of  differential  tariffs,  thought  he 
could  beat  all  others  as  far  as  discrimuiating  propensities 
were  concerned,  and  thus  steal  a  march  upon  his  rivals  and 
attain  an  ultimate  advantage.  Like  gamblers  in  a  Montana 
mining  camp  everybody  knew  ho  had  to  be  on  his  guard 
against  others,  yet  confidently  expected  not  only  to  hold 
his  own,  but  to  be  "one  too  many'^for  all  players,  no  matter 
how  many  cards  each  might  have  up  his  sleeve. 

Discrimination  commenced  to  assume  perceptible  propor- 
tions about  1870,  when  there  were  over  50,000  roiles  of 
railways,  and  from  then  it  grew  in  extent  until  the  middle 
of  the  eighties,  when  it  became  alarmingly  prevalent.  By 
that  time  nearly  130,000  miles  of  track  had  been  laid.  No 
trifling  proportion  of  this  mileage  was  superfluous  and  built 
less  because  it  was  wanted  than  because  to  numerous  unprin- 
cipled persons  the  building  of  a  railway  afforded  opportunities 
of  amassing  wealth  at  the  expense  of  those  who  provided 
the  money.  As  the  various  methods  of  duping  the  investor 
by  means  of  construction  companies  and  so  forth  will  be 
discussed  later  (Chap.  VIII.)  it  is  not  necessary  to  dwell 
upon  them  now;  suffice  it  to  say  that  for  various  reasons 
far  more  railways  were  constructed  than  were  needed,  and 
that   in   consequence  the  supply  of  transportation  exceeded 

American  Railroads.  3 
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the  demand  to  a  very  considerable  extent.  With  regard  ta 
this  overdose  of  competition,  its  causes  and  effects,  it  will 
he  necessary  to  again  refer  the  reader  to  a  coming  chapter 
(Chap.  Y.)  in  which  details  are  given  a  summary  of  which 
would  merely  obscui^e  our  present  subject,  so  that  for  the 
present  we  will  only  point  to  the  undisputed  fact  that  it 
became  necessary  to  either  allay  or  to  combat  competition. 
The  latter  mode  was  first  resorted  to.  Every  railway  strived 
to  beat  its  rivals,  sometimes  by  means  of  open  rate  wars, 
but  oftener  by  secret  scheming,  by  discrimination.  "  If  I 
favour  particular  centres  or  particular  persons  for  whose 
business  I  have  to  compete  with  others,"  every 'raDroad  boss' 
argued,  "I  can  no  doubt  secure  a  very  large  business  and 
defeat  or  oust  the  rival.  Meanwhile  I  will,  of  course,  only 
discriminate  where  it  is  necessar}^,  namely  at  competitive 
points.  At  other  points  I  will  make  the  most  of  my  mono- 
poly, and  thus  I  shall  get  much  business  at  low  rates,  and 
some  at  good  rates." 

Now,  no  doubt,  this  was  nicely  argued ;  but  time  proved 
the  reasoning  to  be  defective  because  every  railway  manager 
reasoned  alike.  The  outcome  was  that  all  railways  were 
secretly  discriminating  at  competitive  points,  and  thereby 
reducing  rates  without  any  one  of  them  receiving  compen- 
sation in  the  shape  of  a  gi^eater  volume  of  business ;  and 
as,  in  the  meantime,  there  existed  a  mutual  desire  to  drive 
competing  companies  into  insolvency  in  order  to  get  rid  of 
rivals,  the  enth^e  business  became  unprofitable  in  spite  of  the 
inequality  between  local  and  competitive  rates,  so  that 
gradually  the  idea  dawned  upon  railway  managers  that  wars 
and  discriminations  were  not  likely  to  lead  to  the  millennium. 

From  the  point  of  view  of  railways  the  failure  of  dis- 
criminations as  a  means  to  improve  earnings  was  the  more 
regi'ettable  because  owing  to  countless  malpractices,  mistakes 
and  swindles  the  entire  system  had  become  overburdened 
with  "water,"  in  consequence  whereof  it  was  necessary  for 
the  companies  to  earn  considerably  more  than  would  have  been 
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required  with  a  more  moderate  capitalisation.  For  this  reason 
a  certain  amount  of  harmony  became  more  and  more  desirable. 
At  first  several  railways  at  competitive  pomts  came  to  a  kind 
of  understanding  according  to  which  they  were  to  divide  traffic 
and  uphold  rates,  thus  mutually  abandoning  secret  favours 
which  after  all  proved  to  miss  their  aim;  and  after  a  time 
such  agreements  became  very  general,  until  they  developed 
into  pools. 

The  pool,  it  is  said  in  the  United  States  —  in  spite  of 
the  fact  that  they  were  known  in  England  long  before  they 
were  brought  into  practice  in  America  —  is  the  invention 
of  Mi\  Albert  Fink,  formerly  an  official  of  the  Louisville 
and  Nashville,  and  later  the  administrative  head  of  various 
great  pools,  who  defines  it  as  "a  combination  of  railroads 
engaged  in  competitive  traffic  for  the  purpose  of  maintaining 
rates  by  suspending  competition."  To  enter  into  details 
regarding  all  aspects  of  the  poohng  policy  must  be  defeiTed  until 
later,  because  again  it  seems  judicious  to  mortgage  the  space 
of  future  chapters  in  order  to  avoid  the  confusion  which  must 
arise  from  enteiing  into  side  issues.  We  will  therefore  merely 
state  here  that  pools  proved  faOures  in  most  respects,  possibly 
in  all;  but  with  our  present  subject,  "giievances,"  this  has 
little  to  do,  and  it  is  of  far  greater  importance  now  to 
lay  stress  on  the  fact  that  their  aim  was  to  improve  earnings 
by  suspending  competition.  It  need  scarcely  be  said  how 
the  community  looked  upon  an  attempt  to  achieve  this 
purpose.  Competition  is  the  soul  of  trade  all  the  world  over, 
but  competition  in  transportation  is  the  foundation,  the  first 
and  foremost  necessity  of  commercial  and  industrial  life,  and. 
it  is  this  much  more  in  the  United  States  than  anywhere 
else.  Competition  means  low  rates,  and  without  low  rates 
trade  and  agriculture  in  the  West  cannot  exist.  Hence  pools 
encountered  an  embittered  resistance  from  the  start.  They 
were  considered  outward  signs  of  a  tyranny  which  eveiy 
American  thinks  it  is  his  duty  to  resist;  they  were  deemed 
dangerous   to   the   entire   community;  they  were  denounced 
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as  germs  of  a  grave  commercial  disease  which  should  be 
exterminated  at  all  hazards.  Hence  it  did  not  take  the 
legislatures  veiy  long  to  make  front  against  pools,  the  more 
because  they  rendered  the  cost  of  transportation  subject  to 
severe  fluctuations  which  in  their  effect  upon  trade  were 
more  injurious  even  than  a  monopoly  or  tyranny.  In  addition 
there  was  another  reason  why  everybody  took  exception  to 
them.  Pools  were  admittedly  created  with  a  view  to  improve 
earnings.  They  should  cause  a  fair  return  upon  capital.  But 
this  capital  was  inflated  to  an  enormous  extent ;  some  authori- 
ties say  that  fully  fifty  per  cent  of  it  is  "  water,"  and  the 
pubUc,  knowing  such  to  be  the  case,  reasoned  that  it  was 
preposterous  to  raise  rates  to  such  an  extent  that  full  returns 
could  be  paid  upon  a  capital  which  was  largely  fictitious; 
one  half  of  railway  capital  being  "water,''  the  pubUc 
by  a  very  simple  method  of  calculation  arrived  at  the 
conclusion  that  such  "fair  retuni''  necessitated  rates  twice 
as  high  as  would  be  required  by  a  return  upon  bona  fide 
capital.  The  arithmetical  method  of  course  is  wrong ;  instead 
of  100  per  cent,  an  increase  of  probably  not  more  than  30 
per  cent,  would  have  been  sufficient  to  double  dividends; 
but  an  excited  population  can  hardly  be  expected  to  reason 
with  arithmetical  precision,  and  pools  being  no  doubt  noxious 
it  can  excite  no  wonder  that  Americans,  provoked  and 
exasperated  as  they  were,  fought  with  arguments  and  uttered 
accusations  commensurate  to  their  utter  dislike  of  poohng, 
and  of  oppression  and  tyranny  in  general.  And  although 
most  of  us  would  probably  express  our  disapproval  in  less 
passionate  terms,  all,  I  think,  will  an  fond  agi'ee  with  those 
who  proclaim  that  poohng  is  condemnable  because  it  imposes 
tyranny  upon  the  people,  because  it  deprives  trade  of  the 
benefits  of  competition,  because  it  hurts  business  by  unstable 
rates  and  because  it  is  a  scheme  devised  with  the  object 
of  earning  dividends  upon  fictitious  capital.  These  views 
were  held  and  emphatically  pronounced  by  every  American, 
and  this  being  so  it  can  exercise  no  wondei-  that  the  legisla- 
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tures  of  many  States  forbade  pooling,  and  that  ultimately 
it  became  interdicted  by  the  Interstate  Commerce  Act. 
No  doubt  the  views  taken  by  the  nation  at  large  were  a 
little  exaggerated ;  but  even  if  we  make  ample  allowance  for 
the  excitement  usually  provided  by  abuses  there  remain 
sufficient  reasons  to  rejoice  over  legislative  interference. 
There  can  be  no  doubt  that  pooling  was  a  pernicious  practice 
and  conflicting  with  the  interests  of  the  nation ;  and  an 
additional  reason  to  rejoice  over  their  abolition  lies  in  the 
fact  that,  as  we  shall  see  later  on,  they  were  also  injurious 
to  the  railways  themselves. 


CHAPTER  m. 

THE   RAILROADS   AND   THE   LAW. 

I  hope  I  have  given  a  faithful  sketch  of  the  situation  as 
it  was  before  the  Interstate  Commerce  Act  came  into  existence. 
The  railways  were  created  as  proteges  of  the  State.  They 
conunenced  at  once  to  misuse  their  power  by  demanding 
financial  support  from  counties  and  townships,  threatening 
to  punish  and  actually  inflicting  penalties  in  every  case  in 
which  their  demands  were  not  acceded  to;  then  they 
proceeded  to  discriminate  against  localities,  inflicting  damage 
upon  and  causing  serious  losses  to  "  local  points.''  Next 
they  started  a  system  of  discrimination  between  persons 
which  was  as  criminal  in  principle  as  it  was  demoralising 
in  its  effect  upon  business  methods  in  general ;  further,  they 
discriminated  between  one  industry  and  the  other,  and 
between  the  same  industry  in  different  places.  They  inaugu- 
rated a  free  pass  system  as  hurtful  to  themselves  as  it  was 
unjust  to  the  public,  and  leading  to  corruption  of  press, 
bench,  and  legislatures;  by  pooling  they  tyrannised  over 
the  pubUc  and  deprived  it  of  the  benefits  of  competition; 
the  investing  pubUc  was  imposed  upon  by  bogus  purchases, 
construction  companies,  and  other  frauds.  Moreover,  their 
financial  methods  introduced  a  fictitious  element  into  railway 
capitalisation,  which  reached  such  magnitude  that  it  compelled 
the  companies  to  tax  the  public  to  an  extent  which,  but 
for  the  large  amount  of  water,  would  have  been  unnecessary, 
and  which  became  unbearable. 

It  was  natural  that  in  a  countiy  devoted  to  freedom  and 
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justice  these  various  wrongdoings  should  gradually  lead  to 
the  development  of  a  strong  hostile  force.  For  a  long  time 
the  railways  remained  so  powerful  that  they  could  consider 
it  unnecessary  to  pay  any  heed  to  their  enemies.  Their 
favours  made  friends  among  the  public;  theu*  recognised 
power  rendered  opposition  dangerous ;  their  free  pass  bribed 
press  and  pulpit,  bar  and  bench;  then-  influence  and  money 
bought  Legislatures,  into  which  they  were  the  flrst  to 
introduce  a  pernicious  system  of  jobbery.  With  so  many 
odds  against  them  the  enemies  of  the  raih'oads,  indeed,  had 
small  chance  of  success.  Yet  their  number  gi'ew  constantly 
and  at  the  same  ratio  as  did  the  indignation  caused  by 
blackmaiUng,  discriminations,  free  passes,  pooUng,  stock 
watering,  corruption  of  courts  of  justice  and  congresses, 
and  so  forth.  And  it  can  cause  little  wonder  that  the 
numerous  enemies,  embittered  by  the  hopelessness  characte- 
rising their  case  for  so  many  years,  were  as  unjust  in  their 
claims  for  remedies  as  the  railways  had  been  unjust  in 
their  actions.  To  find  the  happy  medium  between  the  demands 
of  the  pubUc  and  the  alleged  rights  of  the  road  constitutes, 
indeed,  that  which  has  gradually  become  known  as  "the 
railroad  problem.'' 

Opposition  was  bound  to  spring  into  existence  flrst  and 
to  become  strongest  where  the  largest  class  of  people 
suffered  most,  and  hence  it  originated  in  the  agiicultui*al 
States  of  the  Northwest,  where  practically  there  was  but 
one  class  of  people— farmers.  These  were  well  organised, 
and  formed  the  "Granges"  or  Patrons  of  Husbandly,  now 
merged  into  the  Farmers'  AlUance ;  and  the  agricultural  interest 
being  the  flrst  to  require  low  and  uniform  rates,  and  strongly 
represented  in  the  Legislatui^es  of  the  Northwestern  States, 
opposition  in  that  particular  region  was  bound  to  be  most 
formidable.  The  flrst  Granger  Law  was  passed  by  the 
Minnesota  State  Legislature  in  1871.  It  consisted  of  a 
brief  Act  flxing  maximum  passenger  and  freight  rates,  and 
prohibiting  discriminations  of  any  kind;  and  this  law,  based 
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on  the  principle  that  the  State  has  the  power  to  fix  rates, 
subsequently  proved  to  be  of  the  greatest  importance  both 
to  the  public  and  to  the  railroad  interest.  But  at  first  the 
railway  companies  paid  not  the  slightest  attention  to  it,  and 
continued  to  do  as  they  pleased,  not  what  the  Granges 
ordained  by  law.  In  1873 — 4,  however,  the  "  Duluth  discri- 
minations "  came,  of  which  I  intend  to  say  more  when  wiiting 
about  that  young  and  prosperous  city.  By  means  of  rates 
every  town  in  the  Northwest  was  brought  "as  near  to 
Chicago  as  to  Duluth,"  although  the  difference  in  distance 
sometimes  amounted  to  250  or  300  miles.  As  the  summer 
business  was  carried  on  at  a  loss,  winter  rates,  of  course,  were 
made  exceptionally  heavy,  Lake  navigation  being  closed 
during  the  cold  season;  and  the  Granger  indignation,  increased 
by  disobedience  to  their  laws,  was  augmented  tenfold  by 
these  Duluth  discriminations,  with  the  result  that  Wisconsin, 
too,  passed  a  Granger  Law,  and  both  States  demanded 
adhesion  to  its  prescriptions,  threatening  to  carry  the  case 
before  the  Supreme  Court  if  the  railways  refused  to  obey. 
To  this  the  railways  replied  that  they  would  deliberately 
disregard  the  law  because,  as  President  Mitchell  of  the 
Chicago,  Milwaukee  and  St.  Paul  RR.  demonstrated  in  a 
lengthy  letter,  dated  28th  April,  1874,  and  addressed  to 
the  Governor  of  Wisconsin,  the  Granger  rates  would  render 
profits  impossible,  so  that  the  new  law  amounted  to  a 
confiscation  of  property.  But  the  Granges  were  resolved 
to  carry  their  point,  and  thus  the  cases  were  brought  before 
the  United  States  Supreme  Court,  which  gave  its  decision 
in  1876.  This  decision  was  of  the  greatest  possible  importance. 
The  question  to  be  decided  was  whether  States  had  consti- 
tutional powers  to  regulate  any  class  of  business  which  had 
become  affected  with  a  pubUc  use.  The  first  Granger  case, 
which  was  brought  to  decide  whether  the  State  had  the 
right  to  fix  elevator  charges  ^  led  the  United  States  Supreme 
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Court  to  lay  down  the  principle  that  the  State  had  such 
right,  and  in  the  other  cases,  brought  against  the  Chicago, 
Burlington  and  Quincy  Railroad  and  against  the  Chicago 
and  Northwestern  ER.,  and  therefore  du^ectly  deaUng  with 
lailways,  the  same  prmciple  was  upheld.  Later  on  the  same 
Court,  in  the  "Wabash  Case,''  decided,  however,  that  no 
State  could  regulate  Interstate  rates. 

The  railways  were  thus  defeated,  but  their  cause  was 
by  no  means  a  lost  ona  They  thought  the  maximum  rates 
fixed  by  the  Granges  were  too  low,  and  they  therefore 
resolved  to  bring  the  unreasonable  Granges  to  book.  The 
companies  greatly  reduced  their  service  in  efficiency  and 
frequency,  saying  that  the  Supreme  Court  certainly  could 
not  compel  them  to  carry  on  business  at  a  loss,  and  the 
inconvenience  and  damage  inflicted  by  this  poUcy  were  so 
great  that  the  Granges,  seeing  no  other  way  out,  were 
brought  to  a  compromise,  and  promised  to  modify  their  law. 
In  the  meantime  the  railroads  had  begun  scheming,  with 
the  result  that  by  the  time  the  question  was  again  brought 
before-  the  State  Congi^esses  these  bodies  consisted  of  mem- 
bers, the  majority  of  whom  were  bribed  by  the  railways, 
so  that  the  new  laws  were  "  made  to  order."  But  because 
they  were  all  right  for  the  railways,  they  were  all  wrong 
for  the  people.  The  corporations  had  carried  their  point  by 
means  of  their  political  operations,  and  backed  by  the  rude 
force  of  their  millions  they  were  bound  to  succeed  in  a 
country  where  a  few  thousand  dollars,  and  often  much  less, 
bought  a  legislator.  Against  such  corruption  no  Granges 
could  hold  their  own,  and  the  outcome  was  that  the  railroads, 
after  the  Granger  cases,  became  more  powerful  than  they 
ever  were  before,  while  their  power  apparently  rested  on 
a  stronger  foundation  and  the  Grangers  were  more  impotent 
than  they  ever  liad  been.  Railways  were  all-powerful  in 
the  Legislatures  of  most  States;  they  could  control  poUtics 
if  they  liked,  but  rarely  went  further  than  their  interests 
demanded.    Here   they   backed   the  Republicans,  there  the 
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Democrats,  as  a  rule  giving  their  support  to  the  party 
which  made  the  liighest  bid  for  it.  In  some  instances  even 
both  parties  were  supported  simultaneously.  Thus  Jay  Gould, 
according  to  Mr.  C.  F.  Adams — and,  perhaps,  according 
to  others  too — "  a  man  without  a  conception  of  morality," 
with  regard  to  the  Erie  stated  before  the  Hepburn  Com- 
mittee that  the  company  was  democratic  with  Democrats, 
and  republican  with  RepubUcans.  The  power  of  corporations 
in  Legislatures  was  almost  absolute^  and  proved  most  valuable 
to  its  possessors.  Money  invested  in  a  legislature  was  invested 
well.  The  Pennsylvania  R.R.,  for  instance,  kept  the  B.  and 
O.  out  of  its  home  State  for  many  years,  and  still  is  the 
only  route  traversing  Pennsylvania,  the  leading  State  of 
the  Union;  in  "  Leading  Cases  Simplified,''  Mr.  John.  D. 
Lawson  says :  "  The  Penna.  RR.  runs  the  Harrisburg  Con- 
gress with  the  same  success  as  it  does  its  trains."  The 
Baltimore  and  Ohio  ruled  Maryland,  the  Camden  and  Amboy 
governed  New  Jersey,  and  the  N.  Y.  C.  was  master  in 
New  York  State.  But  this  power,  although  apparently 
strengthening  the  hands  of  the  railways,  also  gave  bu'tli 
to  opposition  from  a  quarter  which  hitherto  had  paid  no 
attention  to  the  railroad  question.  Men  of  light  and  leading, 
politicians,  economists,  etc.,  began  to  discuss  it,  and  studied 
it  in  all  its  phases.  It  commenced  to  pour  books,  pamphlets, 
articles  in  reviews  and  editorials,  and  by  these  means  the 
attention  of  the  entire  nation  was  prominently  called  to 
the  question.  Everybody  began  to  see  that  the  railway 
problem  was  a  question  of  the  most  vital  importance.  The 
subject  was  thoroughly  discussed,  and  the  great  number 
of  just  grievances  against  the  powerful  corporations,  their 
discriminations,  vices,  and  abuses,  their  nefarious  practices 
in  respect  of  capitalisation,  and,  above  all,  their  corrupting 
influence  upon  business  and  upon  the  Legislatures,  their 
contempt  for  legal  decisions  and  pubhc  opinion,  were  promi- 
nently brought  before  the  people.  Some  men,  Uke  Professor 
Hadley,    of  Yale  College,  and  Mr.  J.  F.  Hudson,  proposed 
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the  most  sweeping  reforms,  such  as  State  purchase  or  Govern- 
ment control.  Others,  like  Mr.  Fink  and  General  Alexander, 
defended  the  railways;  but  the  majority  were  in  favour 
of  a  fair  and  just  regulation,  and  the  outcome  was  that 
representative  bodies  began  to  discuss  the  matter.  The 
New  York  Chamber  of  Commerce  appointed  the  Hepburn 
Committee,  which  collected  and  pubUshed  evidence  of  5,000 
different  cases  of  discrimination,  bringing  out  a  report  which 
stirred  the  entire  commercial  community  and  caused  a  sen- 
sation all  over  the  United  States.  Meanwhile  the  "  Wabash 
case,"  briefly  mentioned  before,  had  shown  States  to  be 
impotent  as  regards  interstate  traffic,  and  the  result  of  all 
this  was  that  during  the  winter  of  1884 — 85  Congress  found 
itself  occupied  with  the  problem.  On  March  5,  1885,  the 
Federal  Legislatui*e  adopted  its  usual  course  by  appointing 
a  committee;  this  was  presided  over  by  Senator  Cullom,  of 
Illinois,  and  in  the  following  year  it  brought  out  its  report, 
tlie  preface  of  which  said :  "  The  Committee  is  convinced 
that  at  present  no  question  of  Government  policy  occupies 
such  a  prominent  position  as  the  railway  problem."  From 
these  words  the  reader  may  to  some  extent  deduct  how 
intolerable  matters  had  become. 

During  the  next  winter  (1886 — 7)  the  battle  raged  fiercely 
in  Congress.  The  railways  were  well  represented,  for  even 
in  Congi^ess  they  had  their  representatives;  but  they  were 
powerless  against  the  mass  of  the  people,  and  the  Interstate 
Commerce  Law  was  passed.  Before  we  can  discuss  this 
important  measure  the  exact  relation  between  the  law  and 
the  railways  must  be  defined.  To  attempt  to  do  this  is 
a  very  dangerous  thing  for  a  layman;  yet  I  will  try  to 
briefly  state  tlie  main  points  as  I  gathered  them  from  vari- 
ous books  and  interviews. 

One  of  the  most  important  legal  principles  relating  to 
railways  in  the  United  States  is  that  they  are  public 
highways.  ^   Formerly   the   railroads   denied   tliis,    and  said 
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they  were  private  enterprises,  but  at  present  they  acknow- 
ledge it.  If  they  were  not  public  highways  their  charter 
would  be  invalid,  because  the  Constitution  denies  to  the 
Legislature  the  right  to  grant  the  "  power  of  eminent  domain'' 
for  other  purposes  than  public  benefit.  The  railroads  being 
pubUc  highways  it  follows  that  the  legislatures  have  the 
power  to  regulate  them.  ^ 

Railways  lying  within  one  State  are  subject  to  the  laws 
of  such  State  only.  Lines  traversing  more  than  one  State 
are  in  addition  subject  to  Federal  legislation,  and  wherever 
the  two  are  conflicting  Federal  laws  are  supreme  over  those 
of  States. 

It  has  never  been  the  object  of  any  legislation  to  deprive 
the  railways  of  rightful  earnings  on  their  capital,  but  all 
laws  and  courts  show  determination  to  guard  the  pubUc 
against  abuses.  It  is  worthy  of  note  that  all  Courts  have 
always  been  anxious  not  to  hart  the  credit  of  the  railways 
abroad  by  their  decisions,  and  that  the  Courts  always  duly 
protected  and  in  some  cases  favoured,  the  interests  of  the 
foreign  investor. 

Discrimination  has  emphatically  been  pronounced  illegal 
by  all  U.  S.  Courts  before  whom  the  question  was  bi'ought. 
It  is  also  contrary  to  the  fundamental  principle  of  American 
government  that  all  men  have  equal  rights,  and  that  violation 
of  such  rights  is  against  the  Constitution.  Railways  being 
agents  of  the  Government  ^  they  may  make  no  distinction 
between  man  and  man. 

It  is  unlawful  for  a  railway  to  induce  shippers  to  favour 
a  particular  Une  beyond  its  own. 

With  these  principles  clearly  defined  before  the  Cullom 
Committee  was  appointed,  the  stipulations  of  the  Interstate 
Commerce  Act  could  be  foretold.  It  bears  the  title,  "  An 
Act  to  Regulate  Commerce;''  a  better  name  would  be  "An 
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Act   to   Prevent   Discriminations.''     Tlie   following   are  its 
principal  stipulations : 

The  first  section  specifies  tlie  carriers  which  shall  be 
subject  to  its  provisions,  and  in  general  terms  re-enacts 
the  common  law  provisions  in  regard  to  reasonable  rates; 
but  the  essential  provisions  of  tlie  law  are  contained  in  the 
second,  third,  and  fourth  sections,  and  are  as  follows: 

Sec.  2. — That  if  any  common  carrier  subject  to  the  pro- 
visions of  this  Act  shall,  directly  or  indirectly,  by  any 
special  rate,  rebate,  drawback,  or  other  device,  charge, 
demand,  collect,  or  receive  from  any  person  or  persons  a 
gi^eater  or  less  compensation  for  any  service  rendered,  or  to 
be  rendered,  in  the  transportation  of  passengers  or  property, 
subject  to  theprovisionsofthis  Act,  than  it  charges,  demands, 
collects,  or  receives  from  any  other  person  or  persons  for 
doing  for  him  or  them  a  like  and  contemporaneous  service 
in  the  transportation  of  a  like  kind  of  traffic  under  substanti- 
ally similar  circumstances  and  conditions,  such  common 
carrier  shall  be  deemed  guilty  of  imjust  discrimination,  which 
is  hereby  prohibited,  and  declared  to  be  unlawful. 

Sec.  3. — That  it  shall  be  unlawful  for  any  common  carrier, 
subject  to  the  provisions  of  this  Act,  to  make  or  give  any 
undue  or  unreasonable  preference  or  advantage  to  any 
particular  person,  companj^,  firm,  corporation,  or  locaUty,  or 
any  particular  description  of  traffic,  in  any  respect  whatsoever, 
or  to  subject  any  particular  person,  company,  firm,  corpora- 
tion, or  locality,  or  any  particular  description  of  traffic,  to 
any  undue  or  unreasonable  prejudice  or  disadvantage  in 
any  respect  whatsoever. 

Every  common  carrier  subject  to  the  provisions  of  this 
Act  shall,  according  to  their  respective  powers,  afford  all 
reasonable,  proper,  and  equal  facilities  for  the  interchange 
of  traffic  between  their  respective  lines,  and  for  the  receiving, 
forwarding,  and  delivering  of  passengers  and  property  to 
and  from  then*  several  lines  and  those  connecting  therewith, 
and  shall  not  discriminate  in  their  rates  and  charges  between 
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such  connecting  lines;  but  this  shall  not  be  construed  as 
requiring  any  such  commcn  carrier  to  give  the  use  of  its 
tracks  or  terminal  facilities  to  another  carrier  engaged  in 
Uke  business. 

Sec.  4, — That  it  shall  be  unlawful  for  any  common 
canier  subject  to  the  provisions  of  this  Act  to  charge  or 
receive  any  greater  compensation  in  the  aggregate  for  the 
transportation  of  passengers  or  of  Uke  kind  of  property, 
under  substantially  similar  circumstances  and  conditions,  for 
a  shorter  than  for  a  longer  distance  over  the  same  hne,  in 
the  same  direction,  the  shorter  being  included  within  the 
longer  distance ;  but  this  shall  not  be  construed  as  authorising 
any  common  carrier  within  the  terms  of  this  Act  to  charge 
and  receive  as  gi'eat  compensation  for  a  shorter  as  for  a 
longer  distance.  Provided,  however,  that  upon  application, 
to  the  Commission  appomted  under  the  provisions  of  this 
Act  such  common  carrier  may,  in  special  cases,  after 
investigation  by  the  Commission,  be  authorised  to  charge 
less  for  longer  than  for  shorter  distances  for  the  transpoxiation 
of  passengers  or  property;  and  the  Commission  may  from 
time  to  time  prescribe  the  extent  to  which  such  designated 
common  carrier  may  be  reUeved  from  the  operation  of  this 
section  of  this  Act. 

The  fifth  section  prohibits  poohng,  and  fixes  penalties  for 
entering  into  illegal  poohng  contracts.  The  machinery  for 
enforcing  the  law  consists  of  a  permament  Commission, 
appointed  by  the  sixth  clause.  This  clause  also  confers 
additional  powers  upon  certain  Courts,  and  orders  publicity 
of  rates.  T^'he  latter,  however,  is  of  little  benefit  to  the 
public  because  a  tariff  list  is  a  volume  interlaced  with 
written  leaves  and  countless  amendments,  amendments  upon 
amendments,  etc. 

Upon  this  Act  and  a  Commission  on  which  the  Government 
expends  $100,000  per  annum,  rests  the  task  of  regulating 
the  traffic  on  170,000  miles  of  railway,  representing  more  thaa 
$10,000,000,000,    of   capital,  earning  about  $1,100,000,000^ 
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annually,    and    carrying   some   400,000,000  passengers  and 
500,000,000  tons  of  freight. 

When  the  Interstate  Law  was  about  to  be  passed,  rail- 
road people  throughout  the  land  were  in  a  state  of  high 
excitement;  to  most  of  them  it  seemed  a  measure  which 
would  ruin  the  railways;  some  predicted  even  that  it  would 
make  the  entu^e  country  bankrupt.  Mi\  Chauncey  M.  Depew, 
president  of  the  New  York  Central  and  H.  R.  RR.  and  one 
of  the  foremost  authorities  on  railroads  declared  it  would 
depreciate  the  value  of  Western  farm  lands  to  the  extent 
of  50  per  cent,  although  six  months  after  it  was  passed  the 
eloquent  "first  gentleman  of  America"  dwelt  upon  the  re- 
markable inflation  of  the  value  of  Western  farms.  Senator 
Stanford  of  the  Southern  Pacific  said  in  Congress  it  would 
be  most  disastrous  to  all  business  interests  of  the  country. 
Mr.  Newman  of  the  Union  Pacific,  opined  it  would  lessen 
tonnage  and  increase  expenses.  Mr.  Clark,  of  the  lUinois 
Central,  predicted  the  biggest  panic  the  country  had  ever 
seen,  and  Mr.  H.  V.  Poor  foretold  that  a  rigid  appUcation 
of  it  would  destroy  the  gi^eater  part  of  the  domestic  and 
foreign  trade  of  the  country.  From  these  public  utterances 
of  the  foremost  railroad  authorities  of  the  country  one  can 
infer  what  the  railroad  interest  expected  from  the  Interstate 
Commerce  Act. 

These  expectations,  however,  remained  unfulfilled,  and  for 
the  past  four  years  neither  trade  nor  the  railroads  have 
done  badly.  Nor  can  tliis  be  wondered  at,  in  view  of  the 
fact  that  the  Interstate  Commerce  Act  has  in  most  respects 
been  a  failure.  With  regard  to  some  things  it  did  a  certain 
amount  of  good,  no  doubt;  but  in  other  respects  it  had 
results  which  are  not  at  all  desirable  from  the  public's 
point  of  view.  It  certainly  did  not  do  what  the  Legislature 
aimed  at,  regulating  interstate  commerce,  or,  in  other  words, 
settle  the  raih'oad  question  by  putting  a  stop  to  discriminations, 
and  by  causing  ideal  tariffs. 
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Thei'e  are  ^  two  ways  of  looking  at  the  railroad  problem 
in  the  States  as  it  now  stands;  the  public  sees  it  in  a 
different  light,  and  has  requirements  other  than  those  of 
the  railroads  or  their  shareholders.  It  is  necessary  to  consider 
both  sides,  for  the  requirements  and  tendencies  of  the  public 
are  of  the  greatest  importance  to  investors,  as  has  been 
sufficiently  shown.  We  must,  therefore,  say  which  conse- 
quences the  Act  had  for  both. 

The  public  saw  pooling  and  some  discriminations  put  a 
stop  to,  but  only  to  a  certain  degree;  as  will  be  seen  after- 
wards. Safety  appliances  have  been  increased,  as  a  result 
of  statistics  relating  to  this  subject  by  the  Interstate 
Commerce  Commission.  Moreover,  the  commission  proved  a 
valuable  body  because  it  settled  disputes  between  the  pubUc 
and  the  railroads  and  investigated  complaints  with  dispatch 
and  at  a  small  cost.  On  the  other  hand,  by  involuntarily 
promoting  amalgamation  the  law  favoured  a  slight  increase  of 
rates^  which  cannot  have  been  the  intention  of  its  origina- 
tors. But  on  the  whole  it  may  be  said  that  the  effect  of  the 
Act,  as  far  as  the  public  is  concerned,  has  been  favourable 
to  a  very  limited  extent.  ^ 

Upon  railroads  it  had  no  wholesome  influences,  but  here 
the  disadvantages  were  as  little  pronounced  as  were  the 
benefits  to  the  public ;  and  this,  as  will  be  seen  later  on,  is 
a  consequence  of  lack  of  power  of  the  Act.  Discriminations 
are  forbidden,  but  still  they  exist.  Pools  are  impossible, 
but  associations  and  bUnd  pools  jointly  take  their  place. 
But  apart  from  that  the  Act  proved  to  be  unfair  to  the 
railroads  as  a  body.  It  drove  the  poorer  and  weaker  roads 
to  the  wall,  and  benefited  the  rich  and  strong  railways.  It 
would  carry  me  too  far  to  explain  this  phenomenon,  but 
Mr.  Walker's  article  in  the  Forum  of  July,  1891,  will  give 
details  to  those  more  deeply  interested  in  the  subject,  and 
so   will   Mr.    Stickney's    ''  Railroad  Problem."     This  result 


1  A.  F.  Walker  in  the  Forum,  July  1891. 
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is  certainly  to  be  regretted;  but  it  could  not  be  foreseen, 
and  undoubtedly  it  was  beyond  the  intention  of  Congress 
to  cause  it.  I  said  before  that  discriminations  still  exist; 
I  might  go  further,  and  say  that,  after  subsiding  for  a 
while,  they  are  on  the  increase  again,  although  the  most 
disastrous  and  criminal  species,  discriminations  against  persons, 
do  not  appear  to  be  in  vogue  to  the  same  extent  as 
before,  which  seems  to  be  the  case  chiefly  because  their 
elaborate  application  is  contrary  to  the  interests  of  the  roads 
themselves.  The  reason  wliy  discriminations  continue  to 
exist  can  be  found  partly  in  the  Act  itself.  The  "fourth 
clause''  prohibits  charging  more  for  the  short  haul  than  for 
the  long,  but  adds :  "  Under  substantially  the  same  cu'cum- 
stances  and  conditions,"  and  this  phrase  possesses  too 
much  elasticity  in  a  countiy  where  "  laws  ai*e  made  to  be 
evaded."  Moreover,  the  Act  possesses  one  fatal  defect,  which 
was  pointed  out  to  me  by  Judge  Springer,  a  clear-headed 
lawyer  who  is  third  Vice-President  of  the  Atchison.  Rail- 
road officials  refuse  to  give  evidence  in  discrimination  cases 
on  the  ground  that  no  citizen  can  be  required  to  incriminate 
himself,  and  in  consequence  access  to  books  and  documents, 
as  a  rule  the  most  desirable  evidence,  is  impossible.  To 
remedy  this  evil  a  decision  of  the  Supreme  Court  is  now 
awaited,  but  it  seems  doubtful  whether  a  fundamental  legal 
principle  will  be  sacrificed. 

Thus  the  Act  lacks  those  elements  which  would  give 
it  strength,  and  it  may  be  considered  very  fortunate  for 
the  railways  that  such  is  the  case.  With  all  its  weakness 
it  did  some  good  to  the  public  and  some  harm  to  the  corpo- 
rations. Had  it  been  more  potent  the  result  would  have 
been  intensified  for  each  of  the  two  opponents.  The  public  * 
would  have  derived  what  at  first  would  have  seemed  to  be 
material  benefits,  ani  the  railways  would  have  suffered 
to  such  an  extent-  that  the  most  disastrous  results  might 
have  befallen  the  enth*e  system.  There  is  no  reason  to 
suppose   that   men   like   Depew,    Newman,  Clark,  or  Poor, 
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committed  errors  of  judgment  when  forecasting  such  evil 
results  as  they  did.  Mr.  Poor,  who  added  "  if  rigidly  enforced," 
seems  to  have  taken  the  most  accurate  view  of  all.  And 
it  is  fortunate  indeed  for  the  people  as  well  as  for  the 
railroads  that  the  Act  had  from  the  outset  such  weaknesses 
as  would  prevent  its  being  appUed  rigorously,  and  as  would 
destine  it  to  become  a  failure.  But  with  all  that  the  question 
is  not  settled.  The  demands  of  the  public,  in  some  cases 
just,  and  in  most,  if  not  all  instances,  provoked  by  the 
railways,  remain.  So  does  the  great  curse  of  the  railroad 
system,  excessive  competition.  But  this  fault  is  rapidly 
being  cured  by  the  self-application  of  that  potent  remedy^ 
the  growth  of  the  Republic,  which  causes  a  development 
of  trade  travel  and  traffic  that  will  obUterate  the 
most  evil  effects  of  competition.  But  a  law  which  endea- 
vours to  abohsh  discrimination,  a  consequence  of  compe- 
tition, and  permits  competition  itself  to  rage  unabated,  is 
to  say  the  least  incomplete,  and  according  to  some  even 
an  injustice;  and  if  it  is  a  success  as  a  law  it  still  must 
be  a  pitiful  failure  as  a  means  of  setthng  a  vexed  question 
in  the  interest  of  all  concerned;  for  it  must  be  remembered 
that  the  pubhc  has  as  great  an  interest  in  a  just  settlement 
of  the  question  as  the  railways.  There  is  nothing  which 
would  have  such  disastrous  effects  upon  the  community  at 
large  as  the  breakdown  of  a  vast  interest  like  railroads. 

From  all  that  has  been  said  before  the  complicated  natui'e 
of  the  railroad  problem  will  be  apparent;  and  it  is  evident 
too,  that  the  question  of  its  solution  is  of  a  still  more 
complex  nature.  To  do  it  by  law  is  extremely  dangerous, 
perhaps,  I  may  say,  is  sui'e  to  be  disastrous.  The  question 
now  is.  Will  a  similar  settlement  be  attempted  once  more? 
I  beUeve  not.  There  are  numerous  signs  that  legal  interfe- 
rence will  not  work,  and  that  it  falls  back  upon  the  country. 
This  has  been  proven  in  Iowa,  as  we  shall  see  below;  and 
the  inference  is  that  the  solution  of  the  problem  will  be 
left   to   time,  and  to  time  alone.    To  do  this  has  been  the 
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tacit  advice  given  by  the  effects  of  the  various  laws  as 
they  now  stand.  They  have  been  a  very  effective  warning 
to  all  parties  concerned.  They  have  shown  the  people  how 
dangerous  it  is  to  interfere  with  the  railroads.  They  have 
taught  the  railroads  how  dangerous  it  is  to  wrong  the 
people.  The  lesson  will  be  wholesome  for  both  parties.  The 
people  will  become  less  assuming  and  preposterous  in  their 
demands.  The  railways  will  take  care  not  to  again  rouse 
pubUc  indignation  by  renewing  the  causes  of  the  old  grie- 
vances. The  result  will  be  a  more  amicable  understanding, 
a  clearer  conception  of  the  strong  ties  of  mutual  interests 
connecting  the  two  great  antagonists.  Moreover,  the  railways 
are  at  present  conducted  upon  principles  contrasting  with 
those  of  the  old  "  railroad  people"  as  day  contrasts  with 
night.  The  unscrupulous,  reckless,  dishonest  element  is  being 
gradually  expelled  from  the  rank  and  file  of  railroad  di- 
rectors, and  men  of  integrity,  fully  conceiving  their  res- 
ponsibilities and  their  duties,  are  replacing  it.  This  is  the 
best  guarantee  against  dangerous  laws.  They  were  pro- 
voked by  rascaUties ;  now  that  these  are  fast  disappearing  the 
provocation  vanishes  too. 

As  to  the  State  laws,  something  must  be  added  respecting 
them  also.  They  have  this  in  common  with  the  Interstate 
Law,  that  they  aim  at  the  prevention  of  discriminations; 
they  differ  from  it  because  they  fix  tariffs,  and  hence  they 
are  more  dangerous.  At  the  same  time  they  are  more  hostile 
and  less  reasonable.  The  farmer  is  malcontent  and  often 
unreasonable  all  over  the  world;  especially  in  the  States. 
Moreover,  he  is  stubborn,  and  his  intellectual  range  of  view 
is  rather  limited.  The  outcome  of  this  is  that  his  laws  are 
unjust,  unfair,  and  in  the  end  as  injurious  to  himself  as 
to  the  railways.  Controlling  the  Northwestern  State  Legis- 
latures, the  Granger  passed  laws  and  appointed  Railroad 
Commissions.  The  latter  made  rates,  but  lacked  the  knowledge 
required  to  understand  their  importance.  Rates  undoubtedly 
are  the  most  diJBficult  part  of  railroading.   There  is  no  hard 
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and  fast  rule  according  to  which]they  can  be  fixed  or  regulat- 
ed, and  the  elements  of  calculation  are  vague  and  vary 
constantly.  To  understand  them  requires  a  vast  amount  of 
experience,  of  laboui*  and  of  investigation,  of  knowledge 
and  of  patience.  To  fix  them  requires  a  greater  amount  of 
judgment,  impartiality,  and  reason  than  the  Grangers  or  their 
railroad  commissioners  possess.  Hence  their  laws  and  rates 
were  irksome  and  dangerous.  Sometimes  then*  tariffs  were 
above  existing  rates,  sometimes  below;  but  they  never  did 
any  good.  Perhaps  they  may  have  saved  the  farmer  a  dollar 
now  and  then  in  a  direct,  tangible  way;  and  beyond  that 
he  does  not  look,  not  even  if  he  suffers  indh-ectly.  But 
these  small  individual  gains  were  offset  a  thousand  times 
by  losses  befalling  the  entire  community.  State  interference 
had  the  result  that  States  meddling  with  the  railroads  suffered 
in  their  gi-owth.  In  a  marked  degree  this  has  been  the 
case  with  Iowa,  and  gradually  the  Granger  commences  to 
see  the  error  of  his  ways.  On  the  whole  the  effect  of  State 
intervention,  therefore,  has  been  akinto  that  of  the  Interstate 
law.  It  was  a  warning  to  either  side,  and  as  such  it  is  likely 
to  have  wholesome  effects  upon  both  parties. 

The  inference  to  be  drawn  from  all  that  has  been  said  of 
the  relations  between  the  legislative  bodies  and  the  corpo- 
rations, therefore,  is  not  of  a  nature  that  need  cause  alarm. 
If  the  railways  give  no  reason  for  complaint  the  Legislatures 
will  have  no  reason  to  interfere  with  them;  if  they  revive 
the  old  or  raise  new  grievances,  the  worst  results  may 
ensue.  But  the  great  and  rapid  improvement  in  the  standard 
of  railroad  morality  safeguards,  I  think,  against  a  return 
to  the  objectionable  practices  of  byegone  days.  They  cannot 
be  reasonably  expected  to  cease  at  once;  but  even  a 
gradual  improvement  is  valuable,  and  it  is  fortunate  that 
such  improvement,  perhaps  even  more  than  gradual,  is 
one  of  the  characteristics  of  the  American  railroad  system 
of  to-day. 


PART  11. 
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CHAPTER  IV. 

COMPETITION   AND  ITS   CONSBQUENCBS. 

In  1890  the  United  Kingdom  had  a  population  of 
37,740,000,  and  the  total  mileage  of  all  railways  was  30,926 ;  ^ 
In  the  same  year  the  inhabitants  of  the  United  States 
numbered  62,622,000,  and  according  to  Poor's  Manual  the 
railways  of  that  country  had  a  total  length  of  166,817 
mQes.  Hence  for  every  thousand  inhabitants  the  United 
Kingdom  had  Ve  of  a  mile  of  railway,  the  United  States  2V3. 
We  know  how  far  railway  competition  goes  in  England; 
and  after  making  due  allowance  for  the  larger  area  of  the 
Eepublic  and  the  greater  necessity  for  railways  in  that 
country  we  can  still  understand  that  with  a  mileage  per 
capita  exceeding  ours  to  the  extent  of  approximately  200 
per  cent,  competition  must  assume  proportions  unknown 
in  Europe. 

I  have  already  called  attention  to  the  fact  that  before 
he  has  gone  through  the  formalities  of  the  Custom  House 
of  New  York  the  stranger  receives  proof  of  the  intense 
rivalry  existing  between  American  railways;  but  no  des- 
cription could  convey  such  a  clear  idea  of  its  extent  as  the 
following  comparison  between  English  and  American  condi- 
tions. Let  us  remember  that  probably  no  other  two  cities 
in  EiUrope  have  better  communications .  with  each  other  than 
Liverpool  and  Manchester,  nor  a  heavier  interchange  of 
traffic.    Of  these  two  towns,  as  is  well  known,  each  has  a 

^  Hazell^s  Annual,  1892,  p.  584.  The  figures  given  for  English  railways  include 
first  and  tecond  track  only ;  those  relating  to  America  indicate  the  total  trackage. 
This  alters  the  proportion  slightly  in  favour  of  English  railways. 
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population  of  approximately  800,000  inhabitants,  and  the 
country  tributary  to  the  lines  connecting  them  contains, 
say,  four  milUon  people.  Yet  between  the  two  great  centres 
there  are  but  three  direct  and  different  railway  connections. 

Now  let  us  see  how  matters  stand  in  America.  Chicago 
and  St  Louis  have  an  aggregate  population  of  1,750,000, 
and  the  State  of  Blinois,  through  which  nearly  all  connect- 
ing lines  pass,  boasts  of  4,000,000  inhabitants,  those  of 
Chicago  of  course  included;  seven  railway  companies  cater 
for  traffic  between  the  two  points,  There  are  four  great 
direct  lines  between  such  points  as  Omaha  and  Denver,  five 
between  Chicago  and  Cincinnati,  six  between  St.  Paul  and 
Kansas  City,  and  seven  between  Chicago  and  Des  Moines 
(Iowa)  while  as  many  railways  connect  the  western  metro- 
poUs  with  St.  Paul  and  with  Peoria.  These  numbers  only 
relate  to  direct  routes,  and  if  we  would  count  all  intermediate 
lines  most  of  them  would  be  considerably  increased.  For  instance 
there  are  twenty-two  different  "lines"  ^  between  Chicago 
and  New  York,  and  between  the  latter  city  and  New  Orleans 
there  are  not  less  than  a  hundred  and  six  "lines"  along 
which  freight  can  be  and  is  shipped  almost  daily,  although 
the  distances  vary  from  the  minimum  of  1,180  miles  to  the 
maximum  of  2,053.  The  rates  in  all  cases  of  course  are  the 
same  for  through  shipments,  otherwise  these  "hues"  would 
not  be  competitive. 

This  excessive  competition  was  an  inevitable  result  of 
cii^cumstances  to  some  of  which  we  have  already  referred. 
The  absence  of  all  restraint  or  supervision  whatsoever  on  the 
part  of  the  Government,  the  general  desire  of  everybody  to 
see  railways  everywhere,  and  the  safe  profits  to  be  made 
out  of  railway  construction^  account  for  it.  Railways,  like 
landed  property,  frequently  have  their  booms  in  the  United 
States,    and   if  a  railroad  craze  once  possesses  itself  of  the 

^  A  '*line"  in  American  railroad  parlance  means  a  combination  of  small  rail- 
ways forming  a  tlirough  route  between  main  points. 

2  See  Chapter  VIII. 
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people  these  means  of  transportation  are  "boomed  for  all 
they  are  worth,"  a  terrible  inflation  ensues,  and  lines  are 
built  right  and  left,  often  without  the  sUghtest  regard  for 
their  necessity.  In  each  of  the  years  1870,  '71,  and  '72  the 
mileage  was  increased  more  than  ten  per  cent,  as  a  result 
of  the  "general  boom"  that  set  in  soon  after  the  War  of 
Secession  was  concluded.  In  1882  and  1883  over  twenty 
thousand  miles  were  completed,  and  in  1887  alone  12,983 
miles  of  iron  roads  were  built.  What  was  the  "  railway 
craze ''  of  England  compared  with  these  efforts  to  increase 
the  extent  of  the  American  raih'oads  ?  Within  three 
years  new  lines  were  built  in  America  which  in  mileage 
exceeded  the  entire  system  Great  Britain  constructed  in 
half  a  century! 

The  results  of  the  rapidity  with  which  the  American  railway 
sj^stem  has  been  built  are  obvious.  There  can  be  no  doubt 
that  it  gave  a  powerful  impetus  to  the  development  of  the 
country,  that  but  for  the  rapid  construction  of  railroads  the 
United  States  would  not  be  what  she  is  to-day,  that  the 
amazing  prosperity  of  the  repubUc  is  primarily  due  to  the 
iron  arteries  of  trade  which  gridu^on  her  fertile  soil.  But 
there  can  be  as  little  doubt  that  there  were  also  less 
satisfactory  consequences.  The  gain  resulting  here  was 
offset  by  loss  yonder.  What  Mr.  C.  F.  Adams  calls  "  the 
era  of  construction  "  in  some  respects  was  also  a  period  of 
destruction.  Large  fortunes  were  made,  but  it  was  at  the 
cost  of  numerous  smaller  ones.  The  country  gained  wealth, 
but  it  lost  credit.  Together  with  the  era  of  construction 
dawned  an  era  of  commercial  immorality,  of  corruption,  fraud, 
swindling  and  dishonesty  such  as  is  not  likely  to  be  seen  again. 
Useful  employment  for  vast  sums  of  money  was  found,  but 
an  amount  almost  equally  formidable  was  wasted,  though  it 
might  have  been  employed  elsewhere  with  better  results. 
There  were  "booms"  and  large  gains;  but  in  their  wake 
followed  depression  of  trade  and  commercial  disaster.  There 
came  railways  which  were  needed,  but  there  also  came  lines 
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which   were   not  needed,  and  therefore  hurtful.    Above  all 
there  came  an  overdose  of  competition. 

There  is  nothing,  not  even  frauds,  which  for  capitalists 
who  invested  money  in  these  enterprises  has  been  more 
disastrous  than  the  excessive  competition  which  has  reduced 
rates  and  profits  to  such  a  phenomenal  extent.  Competition, 
as  I  remarked  before,  is  due  chiefly  to  two  causes,  namely 
to  an  over-estimate  of  the  coming  demand  for  transportation 
and  of  the  development  of  the  country,  and  to  the  fact  that 
the  building  of  a  road  was  profitable  to  those  who  undertook 
it.  But  causes,  at  least  with  regard  to  the  purpose  of  this 
chapter,  are  less  important  than  effects,  and  as  to  the  latter, 
nobody  doubts  that  competition  is  responsible  for  the  bad 
condition  which  the  affairs  of  numerous  companies  got  into. 
To  some  extent,  and  in  some  parts  of  the  States,  the 
requirements  of  business  are  growing  up  to  the  capacities 
of  the  railroads,  as,  for  instance,  in  the  States  of  New  York 
and  Pennsylvania.  But  as  a  rule  railways  are  still  too 
numerous  to  be  profitable,  and  the  supply  of  facihties  for 
transportation  is  greater  than  the  demand.  The  anthracite 
coal  district,  for  instance,  could  get  on  very  well  with  three 
fourths  of  its  railroads.  The  Northwest  could  have  reached 
its  present  stage  of  development  with  fewer  railways,  and 
no  mean  portion  of  the  lines  of  either  the  St.  Paul  or  North- 
western could  be  broken  up  without  very  serious  results 
to  the  community.  The  Burlington,  Rock  Island,  Missouri 
Pacific,  and  Atchison  Companies  also  have  too  many  lines 
serving  the  same  region,  although  the  country  is  gradually 
growing  up  to  them.  Four  Pacific  roads— the  U.  P.,  N.  P., 
Great  Northern,  and  Canadian  Pacific— offer  much  more 
transportation  than  the  Pacific  Northwest  requires,  and 
still  there  are  rumours  of  more  roads  to  the  Pacific  Coast, 
while  throughout  the  West  we  find  indications  that  the 
craze  for  building  competing  lines  has  not  entirely  subsided. 
For  instance,  the  Chicago,  St.  Paul  and  Kansas  City  RR., 
a   railway   started  in  1886,  was  acknowledged  to  be  built 
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to  compete,  and  is  absolutely  unnecessary;  true,  it  does  a 
fair  business,  but  the  other  roads  get  so  much  less;  and  it 
forced  a  new  partner  into  a  firm  which  already  found  it 
difficult  to  sustain  its  senior  members. 

It  can  cause  little  wonder  that  under  such  circumstances 
competition  soon  became  hurtful  to  the  investor.  Where  the 
supply  of  transportation  was  so  much  in  excess  of  the  demand 
its  price  could  not  but  fall  to  a  point  at  which  adequate 
profits  in  most  cases  were  impossible,  and  rates  necessarily 
fell  to  a  level  which  rendered  the  earning  of  adequate 
returns  upon  capital  an  impossibility  to  many  companies. 
Yet  it  should  not  be  overlooked  that  competition,  even 
where  it  existed  so  excessively,  had  its  compensating  conse- 
quences. One  of  the  most  prominent  among  its  salutary 
effects  was  that  it  contributed  substantially  to  the  growth 
of  the  country.  If  less  railways  had  been  built,  the  States, 
and  notably  the  West,  would  never  have  advanced  with 
such  rapid  strides,  for  it  has  been  shown  that  without  low 
rates,  the  result  of  competition,  agriculture  would  be  im- 
possible in  many  regions  flourishing  with  low  transportation 
charges;  and  thus  competition  actually  made  business.  It 
placed  the  Western  farmer  in  a  position  to  compete  in  the 
world's  markets,  and  gave  birth  to  scores  of  industries, 
great  and  small,  thereby  causing  an  increase  in  the  volume 
of  traffic  which  in  a  measure  has  offset  the  effects  of  the 
universal  and  remarkable  decline  in  rates  upon  earnings. 
Further,  competition  improved  trains  and  passenger  as  wel 
as  goods  service,  and  thereby  stimulated  to  travel.  It  alsol 
perfected  the  Americans  in  the  art  of  moving  freights  cheaply, 
an  art  in  which  they  are  unexcelled.  Yet  the  compensation 
it  offered  was  not  absolute,  and  it  is  evident  that  from 
the  shareholder's  point  of  view  competition  is  a  nuisance, 
even  if  given  in  moderate  doses:  the  investor  wants  a 
monopoly.  But  to  the  public,  which  wants  competition,  it 
has  been  a  blessing,  although  it  cannot  be  said  that  in  America 
it  was  an  unmixed  blessing.   Hence,  with  regard  to  competi- 
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tion,  the  investor's  interests,  at  the  same  time  the  interests 
of  the  raih'oads,  are  diametrically  opposed  to  those  of  the 
nation,  and  the  optimists  who  hope  to  see  better  rates  will 
do  well  to  remember  this.  To  uphold  rates  is  the  aim  of 
the  managers;  to  lower  them  is  the  aim  of  the  nation;  and 
the  [nation,  which  makes  laws,  has  shown  itself  to  be 
stronger  than  the  managers,  who  make  rates. 

Of  the  conflicting  nature  of  the  interests  of  the  people 
on  the  one  hand,  and  of  the  railways  on  the  other,  there 
has  been  no  stronger  proof  than  the  successful  opposition 
to  pooUng  to  which  we  have  briefly  referred  before.  The 
pool  was  a  combination  of  railroads  engaged  in  competitive 
traffic  for  the  purpose  of  maintaining  rates  by  suspending 
competition,  and  hence  it  was  opposed  to  the  interests  of 
trade,  |Which  is  thereby  deprived  of  the  natural  advantages 
arising  from  a  vigorous  competition.  We  have  seen  that  the 
pubhc  regarded  pools  with  a  great  deal  of  apprehension  and 
that  in  consequence  they  were  forbidden  first  by  the  State 
Legislatures,  and  afterwards  by  the  Interstate  Commerce 
Act;  but  even  if  this  had  not  been  the  case  they  would, 
in  all  probabiUty,  have  been  abolished  by  the  railways 
themselves  because,  in  spite  of  all  arguments  in  their  favour, 
they  were  of  no  real  benefit  to  the  companies,  as  has 
abundantly  been  shown  by  various  writers ;  ^  it  may  be  said 
that  pooling  had  no  advantages  for  anybody  except  unscru- 
pulous managers.  In  but  very  few  instances  did  it  maintain 
rates  for  any  length  of  time.  ^  When  the  railroads  had  but 
a  small  volume  of  business  it  was  found  that  pools  could 
give  no  relief;  with  a  large  traffic  and  in  prosperous  times 
they  proved  superfluous.  A  pool  compelled  strong  and  direct 
lines   to    divide   business   with   weak  and  roundabout  ones, 

1  Hudson,  The  UR.  and  the  Jiepublic^  p.  258—60.  Swann,  Xotes  on  Amer.  RR.  p.  55. 

2  Only  three  pools  were  fairly  successful,  namely  the  Petroleum,  Anthracite 
and  Cattle  Pools,  which  remained  in  existence  for  some  time  because  they  were 
supported  by  their  connection  with  private  interests.  Yet  the  losses  caused  by 
their  termination  probably  offset  all  former  gains,  a  serious  decline  of  rates 
following  dissolution  in  each  case. 
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certainly  no  just  principle.  It  had,  in  fact,  nothing  in  its 
favour,  and  was  opposed  to  the  interests  both  of  thepubUc 
at  large  and  of  the  investor.  It  was  resorted  to  by 
the  railroads  in  the  hope  of  increasing  earnings,  in  the 
expectation  that  it  would  improve  the  returns  upon  a  heavy 
and  for  the  greater  part  fictitious  capitaUsation ;  but  the 
attempt  failed,  as  is  demonstrated  by  the  acknowledged  fact 
that  rate  wars  never  were  as  frequent  as  in  the  times  of 
pooling.  ^  The  reason  of  the  failure  of  pools  is  not  far  to 
seek.  The  adhesion  of  all  the  members  of  a  combination  is 
necessary  to  give  it  strength,  but  the  dissension  of  one  is 
sufficient  to  cause  weakness,  and  this  has  been  the  weak 
point  of  all  pools.  Some  "  railroads  boss "  commenced  to 
"bear''  his  stock ^  and  then  started  "cutting''  rates  to 
influence  the  markets;  a  general  demoralisation  of  rates 
followed,  and,  of  course,  whatever  had  been  gained  during 
a  few  months  of  successful  pooling  was  lost  during  one  week 
of  cutting.  To  withstand  the  temptation  of  making  vast  sums 
in  such  an  easy  manner  would  require  a  nature  more  than 
human,  and  the  result  was  that  rate  wars  were  of  very 
frequent  occurrence,  and  that  American  securities  never 
were  subject  to  heavier  fluctuations  than  in  the  times  of 
pooling.  If  one  road  started  cutting,  all  the  other  members 
of  the  pool  were  forced  to  follow  suit,  and  as  a  rule  they 
made  rates  stiU  lower  than  the  original  "cutter"  to  force 
him  back  into  the  pool. 

These  rate  wars  caused  immense  losses  in  a  very  short 
time.  There  is  one  instance  on  record  where  the  Pennsylvania 
Railroad  reduced  the  passenger  fare  from  New  York  to 
St.  Louis,  a  distance  of  over  a  thousand  miles,  to  $1.00; 
and  similar  reductions  were  frequent.  The  stronger  road  as 
a  rule  would  win  the  game,  and  the  weaker  one  would 
surrender;  but,  meanwhile,  one  week  of  cutting  counter-balanced 

1  Hudson's  Railroads  p.  249. 

-  There  -lever  were  larger  fluctuations  in  the  prices  of  RR.  securities  than  in 
1877  and  1880,  the  great  pool  years.  It  is  notorious  that  RR.  Managers  concerned 
in  pools  made  vast  fortunes  in  Wall  Street. 


60  COMPETITION  AND  ITS  CONSEQUENCES.  part  ii. 

a  year  of  harmony,  and  hence  it  cannot  be  seriously  argued 
that  pooling  ever  resulted  in  profits  to  shareholders.  The 
weak  point  of  all  similar  combinations,  as  I  said  before, 
consists  in  the  power  of  each  member  to  become  dissentient, 
and  in  the  strong  temptation  to  use  that  power.  But 
pools  were  still  less  desirable  to  the  public  than  to  railroads 
and  their  owners.  Fluctuating  rates  of  any  kind  demoraUse 
business,  but,  in  addition  to  this  disadvantage,  pooling  was 
characterised  by  a  tyranny  against  which  the  pubUc  revolted 
the  more  because  it  was  unlawful.  ^  The  constitutions  of 
Arkansas,  Illinois,  Colorado,  Georgia,  Michigan,  Missouri, 
Nebraska,  Pennsylvania,  and  Ohio  forbade  it  long  before 
the  Interstate  law  was  passed,  and  the  railways  probably 
were  well  aware  of  the  unlawfulness  ofthis  practice,  because 
they  never  carried  a  pooling  "  case  "  before  the  United  States 
Supreme  Court.  Under  these  circumstances  it  can  cause 
no  wonder  that  Congress  followed  the  example  set  in  England 
and  forbade  pooling,  the  prohibition  of  this  practice  being 
at  once  the  mo.st  promin^t  and  the  most  successful  feature 
of  the  Interstate  Commerce  Act. 

But,  although  pools  became  impossible  the  necessity  to 
discover  some  cure  for  competition  remained,  because  competi- 
tion was  the  fundamental  defect  of  American  railways.  For  all 
kinds  of  discrimination  competition,  the  desire  to  get  the  better 
of  the  rival,  is  responsible,  and  the  decline  in  rates  as  well  as 
the  insolvency  or  bankruptcy  of  many  companies  also  arise 
exclusively  from  excessive  competition.  It  is  true  competition 
had  its  compensating  results,  and  moreover  it  is  a  necessity  of 
trade.  Free,  sound,  healthy  competition  is  the  soul  of  business 
life  and  in  the  interest  of  the  community ;  and  as  it  has  been 
abundantly  shown  that  the  demands  of  the  nation  in  this 
respect  will  be  enforced  by  the  legislatures,  we  need  entertain 
no  fears  that  the  railways  will  ever  succeed  in  exterminating 

^  In  the  U.  S.  the  same  view  of  pooling  has  been  taken  as  in  England,  where 
the  Vice-Chancellor  declared  the  contract  ''so  clearly  and  palpably  illegal  that 
I  do  not  think  the  court  ought  to  hesitate"  (Charlton  vs,  Newcastle  Railway 
Company  5  jur.  N.  S.  1096). 
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it.  This,  liowever,  they  do  neither  desire  nor  need.  Healthy 
competition  can  do  them  little  harm,  because  solvent  com- 
panies will  never  go  below  a  certain  limit.  But  it  is  unhealthy 
competition  that  railways  wish  to  guard  against;  and,  of 
course  rightly.  Hitherto  the  public,  however,  have  not 
concurred  in  view  with  the  raih-oads.  People  have  hailed 
competition  of  any  kind,  sound  and  unsound,  scrupulous 
and  unscrupulous,  fair  and  unfair,  and  they  have  hailed  it 
because  it  reduced  rates,  and  in  consequence  apparently 
benefited  the  mass  of  the  people.  But  the  nation  overlooked 
the  grave  danger  that  may  arise  out  of  unprofitable  rates. 
It  never  stopped  to  think  over  the  immense  loss  infiicted 
by  a  competition  which  caused  a  great  amount  of  capital 
to  lie  unremunerative  and  idle.  It  never  considered  the 
losses  caused  to  trade  by  fluctuating  rates,  because  these 
were  less  tangible  than  a  decUne  in  rates,  although  far 
more  important.  And  it  certainly  never  thought  of  the 
indirect  consequences  which  an  unprofitable  business  must 
have  upon  an  interest  representing  one-tenth  of  the  nation's 
wealth,  earning  it  is  true,  a  thousand  million  dollars  per 
annum,  ^  but  returning  at  least  one-half  of  it  in  the  shape 
of  wages  to  the  2,500,000  people  it  employs.  Certainly  no 
"greedy  Granger"  ever  reflected  deeply  enough  to  see  that 
if  he  succeeds  in  compelling  railways  to  carry  his  wheat, 
corn,  and  cattle  at  a  loss,  he  himself  will  be  the  flrst  to 
suffer  from  the  decline  in  prices  of  commodities  and  lands, 
from  the  panic  which  must  follow  adverse  laws  or  an 
unprofltable  business. 

To  destroy  a  healthy  competition  is  beyond  the  power 
of  the  railways,  and,  it  may  be  confldently  said,  also  beyond 
their  intention.  But  to  abolish,  and  if  that  is  not  possible, 
to  mitigate  the  results  of  excessive  rivalry  has  been  their 
constant  aim.  What  railways  wish  for  is  the  maintenance 
of  rates  at  a  level  not  objectionable  to  the  public,  and 
stni   profitable   to    themselves;    the   proper  level,  therefore. 

1  In  1890  gross  earnings  amounted  to  $1,097,847,000. 
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Formerly  it  was  thought  this  could  possibly  be  effected  by 
pools,  but  pools  have  not  fulfilled  expectations,  and  possessed 
disadvantages  which  rendered  them  objectionable  to  almost 
every  one  concerned.  But  although  pools  have  failed  to  hit 
their  aim  other  agencies  have  been  at  work  which  bid  fair 
to  prove  a  potent  remedy  against  the  worst  results  of  an 
excessive  competition ;  and  among  these  agencies  none  has 
had  such  far-reaching  results  as  consolidation. 


CHAPTER  V. 

CONSOLIDATION. 

In  history  it  would  be  difficult  to  say  exactly  where  one 
era  ends  and  another  begins,  history  being  a  process  of 
srradual  evolution  rather  than  a  succession  of  more  or  less 
sudden  changes.  For  that  reason  two  great  events  are 
generally  conceded  to  form  the  dividing  lines  between  the 
three  Ages,  and,  broadly  speaking,  the  downfall  of  the 
Western  Empire  and  the  discovery  of  America  separate 
from  each  other  the  three  great  stages  of  the  progress  of 
the  world. 

The  history  of  American  railways  also  knows  three  great 
subdivisions :  the  Eras  of  Construction,  Competition  and 
Consolidation.  The  former  is  generally  assumed  to  be  closed 
by  the  completion  of  the  first  Pacific  road  in  1869,  which 
marked  the  end  of  the  period  of  Construction  and  the 
commencement  of  the  Era  of  Competition ;  and  the  latter 
gradually  dissolved  itself  into  the  Era  of  Consolidation  which 
matured  in  1887,  when  the  Interstate  Commerce  Act  was 
passed.  It  is  manifest  that  this  division  does  not  imply 
that  construction  ceased  in  1869,  and  competition  in  1887, 
nor  should  it  lead  to  the  deduction  that  there  was  no  con- 
sohdation  before  1887  ;  we  simply  divide  the  history  of  the 
American  railroad  into  three  eras  because  conditions  in 
spite  of  their  gradual  development,  now  and  then  culminated 
in  conspicuous  events  which  more  distinctly  than  others 
marked  the  changes  to  which  railways  in  the  United 
States  were  subject. 


■VI 
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In  the  preceding  chapters  I  have  outlined  the  history  of 
the  system  up  to  what,  for  the  sake  of  comparison,  I  will 
call  the  end  of  the  Middle  Age  of  American  raikoads.  The 
knowledge  of  what  lies  beyond  would  be  of  little  value 
now  if  it  were  not  indispensable  to  all  those  who  wish  to 
understand  subsequent  events,  and  this  is  the  reason  why 
brief  reference  to  its  leading  characteristics  was  made  in 
the  foregoing  pages.  The  knowledge  of  present  conditions, 
however,  is  of  far  more  import,  and  for  that  reason  I  must 
now  proceed  to  describe  the  American  railway  as  it  is 
to-day. 

I  spoke  just  now  of  consoUdation,  and  no  doubt  this  is 
one  of  the  most  prominent  characteristics  of  the  American 
railway  system.  Numerous  small  lines  are  continuously  absorbed 
by  larger  systems,  and  sometimes  great  corporations  amalga- 
mate with  each  other.  The  phenomenon  in  itself  is  neither 
wonderful  nor  isolated.  In  England  and  on  the  European 
Continent  consoUdation  of  railways  commenced  years  ago ; 
it  was  carried  on  almost  to  its  utmost  Umits,  and  in  Great 
Britain,  France,  Belgium  and  Holland  a  few  great  companies 
which  have  parcelled  out  the  transportation  business  of 
their  respective  countries  have  taken  the  place  of  scores  of 
minor  corporations  formerly  leading  a  separate  and  inde-. 
pendent  existence.  Nor  is  consolidation  of  business  interests 
confined  to  railways  alone.  Shops,  banks,  manufactories, 
steamship,  telegraph  and  mining  companies  amalgamate  with 
their  fellows,  either  voluntarily  because  in  union  Ues  strength, 
or  what  we  may  call  involuntarily,  largely  because  of  ruin 
threatening  to  result  from  the  competition  of  vast  and  wealthy 
interests.  In  almost  every  country  the  rise  of  giant  cor- 
porations is  one  of  the  most  conspicuous  features  of  modern 
business  life,  but  in  none  has  it  assumed  such  vast  propor- 
tions as  in  the  United  States.  The  complaint  that  in  the 
Great  RepubUc  the  large  interests  crowd  out  the  smaller 
is  heard  daily,  and  in  almost  every  branch  of  trade  and 
industry   we   see  control  vested  in  a  few  great  enterprises. 
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In  New  York  vast  stores  have  the  Uons's  share  of  the  diy 
goods  business;  in  Philadelphia,  Chicago  and  Boston  it  is 
the  same.  Groceries  go  the  same  way  as  cloth  and  draperies. 
Sugar  and  tobacco  are  in  the  hands  of  trusts,  lead,  soap, 
and  numerous  other  articles  of  daily  use  likewise,  and 
countless  industries  are  controlled  by  cliques  whose  power 
and  number  increases  from  day  to  day.  And  with  the 
pronounced  tendency  towards  amalgamation  of  businesses 
it  can  excite  little  wonder  that  control  of  transportation, 
a  commodity  more  universally  used  than  any  other,  is 
gradually  becoming  vested  in  fewer  hands. 

The  fact  that  amalgamation  is  carried  on  in  America  is 
well  known  to  English  readers.  That  which  to  day  is  the 
Pennsylvania  system,  embracing  8,000  miles  of  railway,  is 
an  amalgamation  of  more  than  a  hundred  smaller  Unes.  The 
Erie  owns,  leases,  and  operates  more  than  forty  smaller 
railways,  now  merged  into  one  homogeneous  whole.  The 
Richmond  Terminal  system  consists  of  scores  of  Southern 
lines  all  of  which  at  one  time  or  another  had  a  separate 
existence.  The  Southern  Pacific,  the  Illinois  Central,  the 
"St.  Paul,''  the  Missouri  Pacific,  in  short,  all  great  systems 
of  to-day  acquired  their  quality  as  such  by  gradual  absorption 
of  or  amalgamation  with  other  lines.  The  Vanderbilt  system, 
now  comprising  some  25,000  miles  of  railway  in  the  United 
States,  originated  in  the  New  York  Central,  itself  an  amal- 
gamation of  seven  small  roads  betwqen  Albany  and  Buffalo, 
effected  by  Commodore  Yanderbilt.  The  Atchison  system 
gi^ew  from  a  small  line,  connecting  two  obscure  townships 
in  Kansas,  some  ninety  miles  distant,  into  a  giant  network 
of  Unes  traversmg  a  dozen  States  and  comprising  over  9,300 
miles  of  railway.  Amalgamation  has  been  at  work  every- 
where, and  there  are  no  indications  of  abatement.  Just  as 
there  are  some  people  who  predict  that  the  entire  world 
will  ultimately  be  divided  into  a  few  great  Empires,  so  in 
America  we  find  people  who  forecast  that  consolidation  of 
railroads    will   cease  only  when  all  lines  are  combined  into 

American  Railroads.  5 
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a   few   vast  systems.   AVhetlier  such  a  result  is  to  be  anti- 
cipated  or   not  it  would  be  somewhat  venturesome  to  say ; 
but   there   can   be   no  doubt  that  amalgamation  of  railway 
interests  in  the  United  States  has  been  carried  to  an  extent 
which   fifteen  or  twenty  years  ago  nobody  could  have  fore- 
seen.    At  the  close  of  1889  there  were  approximately  2,450 
minor  companies  which  had  ceased  to  lead  a  separate  corpo- 
rate   existence  and  were  merged  in  others,  mostly  into  one 
of  the   33  vast  companies  to  wliich  nearly  one  half  of  the 
American   railways   belong.     In    1889    these  33  companies 
had    a   total   length    of   77,000  miles,  but  since  that  date, 
later   than   which  no  statistics  are  available  at  the  time  of 
^viiting,   numerous    other   consolidations  have  been  effected.. 
For   instance,    the   St.  Louis   and   San  Francisco  RR.  and 
the   Colorado   Midland  have  become  parts  of  the  Atchison, 
the  Ohio  and  Mississippi  and  Pittsbui^gh  and  Western  have 
become   members   of  the   Baltimore   and  Ohio  system,  the 
Rome,  Watertown  and  Ogdensburg  has  joined  the  New  York 
Central,  while  control  of  hundreds  of  smaller  lines  has  been 
acquired  by  larger  systems ;  and  I  believe  it  is  no  exagge- 
ration to  say  that   to-day,  counting   all   Vanderbilt  lines  as 
one   system,    there   are   in   the   United   States    twenty-five 
systems  controlling  at  least  100,000  miles  of  railway,  while 
150,000    miles  are  in  possession  of  not  more  than  75  com- 
panies.    And   of  these    systems   there    are   some   of  great 
magnitude    controlled  by  a  few  men.    The  Vanderbilts  hold 
sway   over  upwards  of  25,000  miles  of  the  best  lines ;  Jay 
Gould    controls  the  two  principal  systems  in  the  Southeast 
and   Southwest,   the   Richmond   Terminal  and  the  Missouri 
Pacific.    Huntington  owns  the  Southern  Pacific,  Rockefeller 
the  Northern  Pacific,  Wisconsin  Central,  and  "Maple Leaf,'' 
and  men  like  Pullman,  Leiter,  Armour,  Swift  etc.  are  said 
to  form  a  chque  controlling  most  railways  in  the  Northwest, 
while  Astor  and  other  millionaires  command  other  systems. 
What  are  the  causes  of  this  concentration  of  power,  by  what 
means  is  it  accomplished,  and  how  does  it  affect  the  railways  ? 
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First,  as  to  causes.  It  is  quite  obvious  that  the  principal 
purpose  of  consolidation  is  the  abolition  of  excessive  com- 
petition. Competition  led  to  most  of  the  evils  that  befol 
American  railways ;  it  caused  constant  rate  wars  and  a 
reduction  of  revenue.  There  were  too  many  railways,  too 
many  hostile  interests ;  and  it  is  quite  natural  that  a  reduc- 
tion of  their  number  was  aimed  at.  This  was  attempted 
lirst  by  poolingr,  but,  as  w^e  have  seen,  pooliuf*- was  a  failure, 
and  other  means  had  to  be  found  w^hich  would  prove  more 
successful.  Another  motive  was  the  thirst  after  power 
characterising  most  railway  managers.  AVar  was  not  only 
conducted  openly  by  means  of  competition  and  rate  cutting 
in  order  to  secure  business,  it  was  also  carried  onsecretlv* 
and  managers  were  scheming  and  intriguing  one  against  the 
other  with  the  object  of  obtaining  power.  Every  "railroad 
boss"  was  permeated  with  a  desire  to  make  his  system 
gi-eat,  to  oust  his  rivals;  and  this  desire  prompted  his  eveiy 
action.  Consequently  railroad  presidents  were  always  attacking 
others  and  defending  themselves.  There  was  a  constant 
struggle  not  only  for  life,  but  also  for  supremacy.  Every 
one  was  attempting  to  crush  his  rivals  and  to  conquer  them ; 
but  at  the  same  time  every  company  had  to  be  protected 
against  being  destroyed  and  defeated  itself.  It  was  plainly 
seen  that  consolidation  was  desirable  in  tlio  interest  of 
railways ;  but  it  was  also  fuilhered  because  of  personal 
motives. 

A  president  or  manager  whose  line  was  sold  or  leased 
to  another  became  dethroned,  one  wiio  bought  other  properties 
became  more  powerful,  saw  his  power,  his  prestige  and 
his  private  income  increase ;  and  the  consciousness  that 
this  was  so  lent  a  personal  piquancy  to  the  bitter  fight  and 
rendered  it  the  more  interesting.  There  are  in  the  annals 
of  finance  hardly  any  pages  as  exciting  as  those  describing 
the  battles  fought  between  Vanderbilt  and  Drew  for  the 
control  of  the  Erie ;  and  almost  everj-  railway  was  an  Erie 
and  had  its  Drew  and  its  Vanderbilt  in  a  small  way.    The 
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battle  was  usually  decided  by  the  strength  of  the  armies, 
by  the  wealth  or  magnitude  of  the  companies,  by  the  skill 
of  their  generals  and  their  intellectual  and  pecuniary  resources. 
Sometimes  a  dozen  small  companies  would  be  conquered 
with  one  single  stroke  by  a  gi^eat  system  which  thereby 
saw  its  power  and  its  influence  doubled ;  sometimes  a  clumsy 
Goliath  corporation  found  a  skilful  David  who  erased  its 
name'  from  the  roll  of  existing  lines  and  suddenly  became 
a  great  railroad  itself.  Most  great  companies  are  of  very 
humble  birth  and  rose  from  an  obscure  to  a  prominent 
position. 

Of  late  years  the  tendency  to  consolidate  has  not  abated. 
It  has  not,  perhaps,  as  Mr.  Walker  asserts  ^  assumed  vaster 
proportions  on  account  of  the  Interstate  Commerce  Act, 
which  drove  weaker  roads  to  the  wall;  but  it  has  certainly 
increased  in  the  same  ratio  as  has  the  capital  invested  in 
raUways.  ^  The  progress  of  absorbtion  of  small  lines  by 
vast  corporations  continues ;  in  addition  we  witness  some 
consolidations  of  vast  dimensions.  Within  recent  years  the 
Yanderbilt  system  absorbed  the  ''Big  Four'*  and  the  Rome 
Watertown  and  Ogdensburg  Railroad,  and  gained  influence, 
it  is  believed,  over  the  Chesapeake  and  Ohio  and 
some  "Coalers."  The  Atchison  obtained  control  of  two  great 
systems,  and  I  am  told  contemplates  the  acquisition  of  a 
third.  The  Rockefeller  interest,  owning  the  Northern  Pacific, 
seems  to  have  become  closely  connected  with  the  Baltimore 
and  Ohio,  and  the  latter  re-leased  the  Ohio  and  Mississippi 
RR.  and  controls  the  Pittsbui'gh  and  Western.  The  most 
formidable  conquest  of  recent  date,  however,  has  been  that 
of  President  McLeod  of  the  Philadelphia  and  Reading 
RR.,  who  has  united  most  "coalers"  whose  business  centres 
in  the  Northeastern  corner  of  Pennsylvania.  In  some  cases, 
it  is  true,  an  attack  did  not  always  lead  to  victory ;  Jay 
Gould's    alleged   designs    upon   the   Atchison   for   example 

1  Forum,  July,  1891. 

2  Report  Interstate  Commission  1890,  p.  76. 
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were  defeated,  and  as  we  only  hear  of  victories  we  know 
little  of  the  attempts  that  fail.  But  in  spite  of  some 
failures  consoUdation  steadily  progresses,  and  the  time  seems 
not  very  distant  when  the  major  part  of  all  railways  will, 
to  use  the  vernacular,  be  "bossed''  by  six  or  seven  great 
interests. 

There  are,  in  the  main,  four  methods  of  effecting  conso- 
lidation: — 

1.  By  acquiring  ownership. 

2.  By  leases. 

3.  By  traffic  agreements. 

4.  By  Associations. 

The  limits  of  the  present  work  do  not  permit  entering 
into  exhaustive  details  with  regard  to  these  means,  there 
being  various  ways  of  pui'chasing  and  an  endless  vaiiety  of 
leases  and  agreements,  which,  wherever  such  is  necessary, 
will  be  described  when  individual  hues  are  dealt  with. 
Some  general  observations,  however,  seem  pertinent  at  this 
junctui^e. 

Ownership  can  either  be  absolute  or  partial.  A  company 
may  own  all  the  stock  of  a  subsidiary  railway,  as  for 
instance  in  the  case  of  the  Erie,  which  owns  all  the  shares 
of  the  re-organised  Chicago  and  Atlantic.  It  may  own  only 
a  controlling  interest,  a  method  adopted  by  the  Atchison  in 
its  relations  with  the  St.  Louis  and  San  Franciso  RR., 
the  former  company  owning  $15,861,000  in  shares  of  the 
$30,000,000  issued  by  the  latter.  It  may  own  a  railway 
jointly  with  another  company,  as  is  exemplified  by  the  joint 
ownership  of  the  Great  Northern  and  International  RR. 
by  the  Missomi  Pacific  and  the  Missouri,  Kansas  and 
Texas  railroads.  Lastly,  a  majority  of  stock  of  two  or  more 
companies  may  have  a  common  owner,  a  principle  under- 
lying the  control  of  the  Vanderbilt  hues.  In  all  cases 
absolute  control  must  be  an  inevitable  result.  The  latter 
method  seems  the  most  desirable,  because  it  affords  veiy 
few  opportunities  for  frauds ;  the  former  are  open  to  several 
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objections.  Purchases  have  been  known  to  be  made  chiefly 
because  the  acquired  property  had  first  been  bought  by 
gentlemen  who  happened  to  be  very  intimately  connected 
with  the  purchasing  company;  part  ownership  has  led  to 
speculations  before  the  pm'chase  in  which,  needless  to  say, 
some  people  "in  the  know"  were  involved;  and  joint 
ownership  is  unsatisfactoiy  because  it  is  apt  to  lead  to 
squabbles,  the  more  so  since  the  joint  owners  are  frequently 
competitors.  Of  all  forms  of  ownership  that  to  be  found 
in  the  case  of  the  Vanderbilt  lines  seems  the  best.  With 
this  method  frauds  are  impossible;  the  New  York  Central 
for  instance  can  never  be  accused  of  having  paid  too  much 
for  the  Lake  Shore.  Further,  common  ownership  leaves 
combined  railways  independent  of  each  othei'  so  that  the 
strong  parts  of  a  system  are  not  impau'ed  by  the  weakness 
of  others ;  on  the  other  hand  it  has  this  disadvantage  that, 
as  a  tie  between  two  railways,  it  is  theoretically  liable  to 
dissolution  at  any  time. 

Of  leases  the  variety  is  far  greater  than  of  forms  of 
ownership.  There  are  some  that  can  be  dissolved  "while 
you  wait,"  and  there  are  others  that  will  hold  good  until 
the  crack  of  doom ;  some  railways  are  satisfied  with  securing 
subserviency  of  the  subsidiary  railway  for  ten  years,  and 
others  will  not  take  it  for  less  than  999,  as  we  are  reminded 
of  by  the  fii^m  ties  by  which  the  St.  Paul  and  N.  P.  is 
linked  to  the  Northern  Pacific.  Some  leases  stipulate  that 
a  fixed  annual  rental  shall  be  paid,  and  others  fix  a  pro- 
gressive rental,  or  make  it  proportionate  to  either  gross  or 
net  earnings  of  the  leased  hue.  Now  the  lessee  guarantees 
nothing,  then  everything;  in  some  instances  he  undertakes 
to  make  up  any  deficiency  below  a  minimum  sum,  and  in 
others  he  gobbles  up  all  earnings  above  a  certain  maximum. 
In  some  cases  even,  as  was  the  case  with  the  "lease" 
between  the  Missouri  Pacific  and  the  Missouri  Kansas  and 
Texas  railroads,  stipulations  are  so  loose  that  the  lease 
can  practically  be  dissolved  at  will,  and  that  the  lessee  can 
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either  pay  a  certain  sum  or  not,  as  he  sees  fit.  But  in  the 
vast  majority  of  cases  the  lessee  guarantees  to  the  leased 
road  the  annual  payment  of  a  rental^  frequently  regulated 
by  its  earnings,  i.e.  l3y  its  perfonnance,  certainly  the  fabest 
method  of  all.  In  many  other  cases  interest  upon  bonds  or 
a  dividend  upon  shares  is  guaranteed,  but  this  method  is 
hardly  as  fair  as  the  other  because  it  does  not  give  the 
leased  company  the.  benefit  of  improved  busmess.  But  even 
in  the  most  common  form  of  leases  there  prevails  such  a 
variety  that  it  is  neither  possible  to.  enter  into  particulars, 
nor  to  generalise. 

Traffic  agreements  are  of  an  equally  varied  nature.  In 
some  cases  two  railways  combine  for  the  purpose  of  estab- 
lishing through  routes,  as  did  the  Chicago  and  Northwestern 
and  the  Union  Pacific,  instituting  a  through  service  between 
Chicago,  Denver,  and  the  Pacific  Coast.  A  similar  arrange- 
ment exists  between  the  Canadian  Pacific  and  the  New 
York  Central,  between  the  Erie  and  Grand  Trunk,  between 
the  Richmond  and  Danville  and  the  Pennsylvania,  between 
the  Norfolk  and  Western  and  Louis\ille  and  Nashville, 
between  the  Baltimore  and  Ohio  and  the  Reading :  there 
are,  indeed,  not  many  lines  which  have  no  traffic  agreement 
of  some  kind  with  other  railways.  In  many  cases  a  number 
of  small  lines  combine  to  form  thi'ough  routes,  and  in  all 
mutual  interest  is  the  motive ;  but  the  conditions  underljing 
or  regulating  these  agreements  are  of  so  varied  a  nature 
that  it  would  be  impossible  to  gener^hse  with  any  degree 
of  accui'acy.  There  is  no  doubt  whatever  that  such  agree- 
ments are  illegal,  each  line  being  requu'ed  by  law,  as  inter- 
preted by  various  decisions  of  the  U.  S.  Supreme  Court, 
to  forward  shipments  given  for  that  pui^pose  by  any  other 
line,  and  in  return  to  forward  its  own  freights  over  con- 
necting routes  without  discrimination.  But  this  law  can  be 
easily  evaded  by  placing  obstacles  in  the  way  of  those 
railways  with  whom  no  exchange  of  business  is  intended. 
Moreover,    no   railway  would  refuse  to  receive  freights,  but 
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it  declines,  and  cannot  in  practice  be  compelled,  to  give 
freights  to  other  railways  than  it  intends. 

The  basis  of  traffic  agreements  is  usuallj^  an  apportionment 
of  rates  for  through  tariffs,  but  in  the  majority  of  cases, 
especially  since  the  Fourth  Clause  of  the  Interstate  Act 
came  into  being,  the  an^angements  are  kept  secret.  It  is 
supei-fluous  to  remark  that  traffic  agi'eements  are  a  less 
stable  form  of  consolidation  than  ownership  or  leases. 
Although  they  do  undoubtedly  connect  various  interests 
they  ai*e  easily  dissoluble  and  evasible,  the  more  so  because 
then*  illegality  prevents  their  contractors  from  addi'cssing- 
themselves  to  the  Courts  of  justice.  En  passant  it  may 
not  be  superfluous  to  point  to  the  fact  that  traffic  agreements 
usually  serve  another  purpose  than  leases ;  the  latter  method 
of  control  is  generally  applied  within  the  sphere  of  the 
controlling  road,  and  to  develop  local  freight  business ; 
traffic  agi'eements  are  resorted  to  without  the  radius  of  local 
business,  and  with  a  \dew  to  develop  thi'ough  traffic. 
Ownersliip  is  resorted  to  for  both  pui'poses,  and  if  applied 
judiciously  and  with  honesty  it  is  no  doubt  the  most 
satisfactory  method  of  amalgamation. 

Traffic  associations,  wliich  are  also  a  result  of  the  desh'o 
for  consolidation,  will  be  dealt  with  below.  They  link 
together  various  competing  interests  in  particular  regions 
but  not  on  so  firm  a  basis  as  ownersliip,  leases  or  ti*affic 
agreements. 

Consolidation  being,  as  has  abundantly  been  shown,  one 
of  the  most  pronounced  features  of  the  Araeiican  railroad 
of  to-day,  the  question  naturally  arises  whether  its  results 
have  been  detrimental  or  beneficial  to  the  raih'oad  interest, 
and  whether  from  a  general  point  of  view  it  is  desirable 
or  not.  Although  we  shall  have  to  consider  the  interests 
of  the  investor  first,  and  those  of  the  public  afteiT\"ards,  it 
would  be  injudicious  to  altogether  ignore  the  latter,  since, 
as  w^e  have  seen  before,  the  people  of  the  United  States 
have   a   word   to  speak  in  I'ailroad  matters.    But  whatever 
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may  be  said  of  amalgamation,  there  can  be  no  doubt  that 
to  the  railways  it  has  been  beneficial,  and  that  this  ha& 
been  so  can  cause  no  surprise  whatever. 

Economy  and  a  decrease  of  hostilities  have  been  the 
principal  results  of  railway  consolidation.  It  is  quite  evident 
that  amalgamation  enables  railways  to  effect  great  savings. 
If  we  will  but  tliint  of  any  of  the  gi'eat  systems,  and 
imagine  how  different  matters  would  be  if  a  large  number  of 
small  companies  continued  to  lead  a  separate  corporate 
existence  instead  of  being  united  into  one  homogeneous 
system,  the  great  economy  effected  by  amalgamation  will 
be  at  once  apparent.  Instead  of  scores  of  main  offices  with 
a  corresponding  number  of  sets  of  officials  there  is  but  one^ 
larger,  it  is  true  than  any  of  the  small  companies  would 
]*equire,  but  considerably  cheaper  than  the  total  that  would 
have  been  required  by  numerous  smaller  companies ;  and  in 
addition  the  facts  that  a  great  system  can  command  the 
seiTices  of  better  and  more  efficient  men  than  a  small  one 
and  that  its  power  as  a  factor  in  transportation  business 
increases  with  its  size  should  not  be  lost  sight  of.  Further^ 
there  must  be  an  important  saving  in  the  purchase  of  supplies; 
they  arc  bought  in-  large  quantities,  and  the  large  company 
can  have  its  own  coal  mines,  its  own  workshops,  and  its- 
own  locomotive  works,  while  it  can  maintain  permament 
staffs  of  labourers  and  employees.  That  all  this  is  impossible 
for  small  companies,  and  that  both  economy  and  earning 
power  must  result  from  such  advantages  needs  no  emphasising. 

In  the  second  place  consolidation  produces  harmony.  The 
greater  Empires  become  the  less  frequent  are  wars;  and 
with  railways  it  is  the  same.  Rate  war  between  giant 
systems  is  no  trifiing  matter;  and  hostiUties  between  the 
two  great  systems  known  as  the  Pennsylvania  and  Yanderbilt 
lines  naturally  are  far  less  frequent  than  they  were  in  the 
days  when  over  a  hundred  small  lines  occupied  the  places 
of  the  present  two.  War  has  become  more  formidable,  more 
destructive,    and   in    addition   the   generals  who  conduct  it 
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have  a  higher  sense  of  their  responsibilities  than  the  petty 
presidents  of  bygone  days.  And  as  a  result  rate  wars  are 
fortunately  far  less  frequent  than  they  were  of  yore. 

Greater  facility  in  the  working  of  railroads  is  also  one 
of  the  wholesome  results  of  combination.  Formerly  many  a 
small  road  either  had  too  much  personnel  and  rolling  stock 
or  not  enough,  and  the  result  as  a  rule  was  extravagant 
expenditure.  With  consoUdation  it  is  different.  On  a  large 
system  business  varies  according  to  divisions,  seasons  and 
periods;  but  staff  and  rolling  stock  can  always  be  profitably 
employed  somewhere  and  the  strain  sometimes  placed  upon 
special  parts  can  be  relieved  without  additional  expense  or 
loss  of  business.  Thus  a  waste  of  energy  is  prevented,  a 
better  service  maintained,  and  gTeat  savings  are  the  result. 

The  effects  of  consolidation  therefore  have  been  most 
wholesome  from  the  investor's  point  of  view.  As  yet  it 
would  be  less  correct  to  say  that  peace  reigns  supreme 
than  that  war  still  is  the  device,  but  harmony  is  steadily 
increasing,  and  there  can  be  little  doubt  that  amalgamation 
is  the  cause;  for  that  reason  it  should  be  noted  with  satis- 
faction that  consolidation  continues  to  progress.  Upon  the 
extent  to  which  it  is  Ukely  to  be  carried  it  would  be  idle 
to  speculate.  Of  greater  importance  is  the  undisputed  fact 
that  with  the  progress  of  amalgamation  the  average  returns 
of  American  railways  have  increased  if  we  make  due 
allowance  for  the  constant  decline  in  rates. 

As  far  as  the  public  is  concerned,  the  consolidation  of 
railroads  has  been  viewed  with  a  considerable  amount  of 
apprehension,  chiefly,  however,  in  connection  with  the  increase 
of  monopohes.  Some  writers,  like  Mr.  Cook  in  his  Cor- 
2)oration  Problem^  foresee  general  disaster  as  a  result  of 
the  growth  of  monopolies  in  general,  and  of  railway  systems 
in  particular,  and  ui^ge  the  necessity  of  State  interference. 
But  against  such  objections  a  veiy  forcible  argument  can 
be  advanced :  For  at  least  fifteen  years  consolidation  has 
been  in  constant  and  rapid  progress,  and  during  that  period 
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the  average  rate  for  all  freights  in  the  United  States  has 
fallen  more  than  33  V3  per  cent;  and  in  spite  of  consolidation 
the  rate  of  interest  paid  on  bonds  and  stock  declines  year 
by  year.  With  rates  and  returns  constantly  falling  off  it 
is  difficult  to  see  why  the  public  should  object  to  con- 
solidation of  railway  interests. 


Not  the  least  conspicuous  of  the  various  means  by  which 
a  consolidation  of  interests  is  effected  are  Traffic  Associa- 
tion ;  and  whereas  most  other  forms  of  amalgamation  spring 
from  a  two-fold  motive,  the  abolition  of  injurious  and  injudicious 
competition  and  the  acquisition  of  power,  these  Associations, 
unless  we  take  a  very  suspicious  view  and  connect  them 
with  a  desu^e  to  manipulate  the  markets  as  was  done  in 
the  days  of  pools,  have  no  other  aim  than  to  combat 
excessive  and  immoderate  competition. 

In  recent  years  Traffic  Associations  have  gradually  taken 
a  most  prominent  place  among  those  things  which  have  a 
bearing  upon  railway  matters  in  the  United  States.  As 
w^e  have  seen  above  they  owe  their  origin  to  a  growing 
desire  to  maintain  rates  on  a  fan*  and  stable  basis,  and  for 
that  reason  they  may  in  a  measure  be  regarded  as  a  form 
of  consolidation,  although  they  are  this  in  a  less  pronounced 
degree  than  purchases,  leases  and  even  traffic  agreements ; 
for  whereas  it  is  the  aim  of  these  forms  of  consolidation  to 
abolish  competition  and  to  maintain  rates  by  uniting  small 
railways  into  systems,  the  purpose  of  Associations  is  to 
suppress  unsound  rivalry  by  promoting  an  amicable  under- 
standing between  competitive  systems  in  particular  sections 
of  the  countiy. 

There  are  in  the  United  States  several  Traffic  Associations 
under  various  names.  There  is  a  Trunk  Lme,  a  Southern, 
a  Southwestern,  a  Central,  and  a  Western  Association,  and 
some  of  the  members  of  these  groups  belong  to  smaller 
individual    combinations ;    for   example,    various  members  of 
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the  Western  Ti'affic  Association  have  formed  themselves 
into  subdivisions  and  constitute  minor  associations  for  the 
purpose  of  discussing  and  settling  local  matters  of  too 
trivial   a  nature  to  be  considered  by  the  great  Association. 

The  Western  Traffic  Association  has  the  greatest  number 
of  members  and  is  the  most  important  of  all  such  combi- 
nations. For  that  reason  I  have  asked  Mr.  Finlay,  its 
popular  Chairman,  to  give  me  a  written  statement  setting 
forth  the  origin,  efficiency  and  permanency  of  the  body  over 
which  he  presides,  and  to  say  a  few  words  relating  to  the 
means  at  its  disposal  for  enforcing  its  rulings,  and  its  effect 
upon  rates  generally.  With  that  courtesy  and  readiness  to 
impart  information  characteristic  of  prominent  railway 
officials  in  America,  who,  I  gratefully  acknowledge,  have 
rendered  me  the  most  valuable  assistance  in  collecting  the 
material  for  the  present  work,  Mr.  Finlay  had  the  kindness 
to  write :  — 

1.  Origin, — It  has  long  been  recognised  by  many  that  rate 
wars  bring  no  substantial  benefits  to  either  the  community  at 
large  or  to  the  common  carriers  throughout  the  country.  The 
unsettled  condition  of  freight  rates  creates  an  unsettled  feeling 
in  the  minds  of  importers  and  wholesale  dealers,  who  hesitate  to 
buy  in  large  quantities  from  fear  that  competitors  may  have  the 
advantage  of  lower  rates  caused  by  a  rate  war  which  may  soon 
be  inaugurated,  wliile  a  passenger  rate  war  crowds  the  accom- 
modations and  facilities  of  the  companies  to  their  fullest  extent 
for  a  few  weeks  or  months  at  ridiculously  low  rates,  duiing 
which  time  thousands  of  people,  who  would  in  the  ordinaiy 
course  of  affans  have  made  their  trips  at  a  later  and  more  conve- 
nient date,  have  made  hasty  preparations  to  take  advantage  of 
the  situation.  The  congested  condition  of  the  trains,  depots, 
and  thoroughfares  enormously  increases  the  number  of  acci- 
dents, many  of  the  gi^eatest  railway  accidents  growing  out 
of  the  confusion  incident  to  the  large  excursions  and  crowded 
trains.  This  period  is  usually  foUowedby  a  season  of  regular 
rates   and   few  travellers,  and  the  retail  stores  in  the  trade 
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centres  which  were  uncomfortably  crowded  dining  the  rate 
war,  are  unusually  deserted  afterwai'ds.  On  the  other  hand, 
the  railroads  fail  to  make  reasonable  earnings ;  indeed  often 
incurring  absolute  loss.  The  stockholders  not  only  receive 
no  dividends,  but  are  often  fortunate  if  their  road  is  not 
forced  into  the  hands  of  a  receiver.  It  is  to  avoid  these 
consequences,  especially  in  regard  to  then*  disastrous  effect 
upon  railway  properties  and  stock-holders,  and  not  to  force 
rates  above  a  reasonable  and  normal  condition,  that  these 
associations  are  formed  by  the  railway  companies.  That 
the  public  is  correspondingly  benefitted  appears  to  be  generally 
recognised.  The  Western  Passenger  Association  was  organised 
by  voluntary  agreement  in  writing  of  some  20  or  more 
members,  railway  companies  doing  business  in  territory 
south-west,  and  north-west  of  Chicago,  June.  9th,  1890, 
succeeding  a  similar  organisation  which  in  various  forms 
had  been  in  existence  for  a  period  of  foui'  or  five  years. 

2.  Efficiency. — During  the  16  months'  existence  of  the 
present  association,  the  rates  have  at  no  time  been  demoralised, 
but  have  been  nearly  uniformly  maintained  on  a  reasonable  basis. 

3.  Permanency, — The  association  has  no  corporate 
existence,  membership  being  voluntary  on  the  part  of  each 
company,  and  each  member  can  withdi-aw  from  the  association 
on  30  days'  notice.  Its  permanency,  therefore,  depends 
upon  its  efficiency  and  its  efficiency  or  enforcement  is  depen- 
dant upon  the  good  faith  of  the  members. 

4.  Enforcement — Fines  are  imposed  on  members  ela- 
ting the  provisions  of  the  agreement  and  rules. 

5.  Bates  Generally, — The  fairly  uniform  maintenance 
of  reasonable  rates  that  will  not  be  burdensome  to  the 
public,  and  at  the  same  time,  under  careful  management, 
will  yield  an  adequate  income  to  the  owners  of  the  railroad 
property,  is  the  end  sought  to  be  attained  by  association 
work,  care  being  taken  to  strictly  observe  and  enforce  the 
federal  laws  of  the  country  and  the  laws  of  the  several 
States  in  the  territory  of  the  association.'' 
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Without  entering  into  details  respecting  any  railway,  and 
with  due  regard  for  his  official  position,  Mr.  Finlay  gives 
a  very  comprehensive  statement  which  possesses  the  merit 
of  being  lucid.  The  Chairman  of  the  Western  Traffic  Asso- 
ciation could  not  be  expected  to  discuss;  all  he  could  do 
was  to  tate  facts.  In  some  respects,  especially  with  regard 
to  the  Association  itself  and  its  relations  to  the  railways 
it  is  not  necessary  to  add  anything  to  Mr.  Finlay's  remarks, 
its  strong  points  being  set  forth  in  the  above  letter.  But 
Associations,  without  exception,  have  their  weak  points  as 
well,  and  these,  probably,  are  more  clearly  realised  by  their 
members  than  by  outsiders. 

As  has  been  emphasised  in  the  statement  given  above 
the  efficiency  of  Traffic  Associations  depends  upon  the  good- 
will of  their  members.  If,  therefore,  we  wish  to  arrive  at 
a  definite  conclusion  respecting  their  value  we  shall  have  to 
inquire  into  the  good  faith  of  the  railway  companies  of 
which  they  are  composed.  It  seems  that  concerning  the 
ho7ia  fides  no  very  high  opinion  is  entertained  by  some 
financial  writers  in  America  and  England ;  at  least  one 
frequently  meets  with  expressions  of  editorial  opinion  showing 
very  little  if  any  confidence  in  Associations.  From  this  tlie 
inference  must  be  drawn  that  people  doubt  the  good  faith 
of  their  members,  for  we  have  seen  that  upon  such  bona  fides 
the  success  of  Associations  depends ;  and  it  cannot  be  denied 
that  the  weak  points  which  we  shall  discuss  presently  in  a 
measure  justify  want  of  confidence,  while  in  addition  our  faith 
is  shaken  by  constant  rumours  of  dissensions,  difficulties 
and  dissolution;  at  the  time  of  writing,  for  instance,  the 
attitude  to  be  assumed  in  May  by  Mr.  Gould  towards  the 
Western  Traffic  Association  causes  grave  apprehension.  To 
furnish  another  example,  when  I  was  in  Chicago  in  Decem- 
ber, 1891,  there  were  within  one  week  rumours  that  the 
"Maple  Leaf  was  rebellious,  that  the  Denver  lines  gave 
trouble,  and  that  the  Chicago  and  Grand  Trunk  was  secretly 
cutting   rates.    Similar  rumours,  though  mostly  set  afloat  for 
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speculative  purposes,  are  not  calculated  to  increase  our  con- 
fidence, especially  since  new  ones  always  crop  up  before 
the  truth  of  their  predecessors  can  be  inquired  into.  But 
with  all  that  we  cannot  deny  that  Associations  indicate  a 
favourable  change  in  railroad  management.  "Agreements  of 
gentlemen''  may  be  broken  —  so,  for  that  matter  are  trea- 
ties and  conventions  between  nations  —  and  Associations 
dissolved,  but  in  spite  of  that  they  must  be  welcomed  as 
unmistakable  signs  of  increasing  harmony,  of  a  growing 
desire  among  railways  for  peace  and  goodwill.  There  no 
longer  prevails  that  universal  disposition  to  cut  regardless  of 
cause  or  consequences,  which  at  one  time,  say  ten  or  fifteen 
years  ago,  was  a  feature  of  American  Railways ;  but  whenever 
difficulties  arise  it  is  first  attempted  to  settle  them  peaceably, 
and  even  if  this  is  impossible  hostilities  are  rarely  resorted 
to,  as  we  are  reminded  of  by  the  "Alton  boycott,"  the 
reasons  for  which  ten  or  twelve  years  ago  would  surely  have 
led  to  a  rate  war,  whereas  now  they  did  not  disturb  harmony 
to  any  appreciable  extent.  At  the  offices  of  these  associations 
prominent  railroad  officials  meet  in  a  friendly  spirit,  discuss 
their  business,  and  many  difficulties  are  thus  smoothed  over. 
This  mutual  and  general  desire  to  discuss  amicably  and  settle 
by  friendly  discussion  that  which  formerly  was  attempted 
to  be  decided  by  hostile  action  is  a  very  favourable  sign 
indeed.  It  shows  that  the  majority  of  railroad  presidents 
are  no  longer  reckless  rascals,  but  men  keenly  conscious  of 
their  duties  towards  the  public  and  towards  their  shareholders, 
that  they  now  try  to  promote  the  interest  of  their  employers 
with  an  eagerness  as  gi'eat  as  the  recklessness  which  charac- 
terised the  former  destructive  fights  against  the  "cutter,"  the 
railway  usually  made  the  scapegoat  upon  which  all  the  sins 
of  its  fellows  were  laden.  I  do  not  deny  that  some  asso- 
ciations may  have  members  lacking  good  faith.  For  instance, 
T  am  fairly  positive  that  T  reflect  general  opinion  when  I 
say  that  Gould's  Missouri  Pacific  will  break  away  from  the 
Western   Association    as  soon  as  it  suits  Gould's  purposes. 
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But  Mr.  Gould  is  no  longer  a  typical  American  railway 
president ;  the  time  when  he  was  has  passed  away,  never  to 
return  again. 

We  may,  therefore,  assume  that  lack  of  good  faith  among 
members  of  Associations  does  not  exist  in  a  degree  which 
must  doom  them  to  failure.  Nevertheless  they  possess  defects 
or  characteristics  impairing  their  vitality  and  curtaiUng  their 
powers.  In  the  hrst  place  they  lack  legal  authority;  in  the 
second  place  they  possess  the  fatal  weakness  of  pools  which, 
with  the  aid  of  traffic  appointments  or  blind  pools,  they  are 
alleged  to  take  the  place  of.  The  absence  of  legal  authority 
deprives  their  rulings  of  absolute  vaUdity ;  with  pools  they 
share  the  great  defect  that  adhesion  of  all  is  necessary  to 
give  strength,  while  dissension  of  one  suffices  to  demolish 
the  entire  structure.  This  is  the  weak  point  of  associations. 
But  even  in  this  respect  the  preponderating  desire  for  har- 
mony has  wholesome  results ;  it  mitigates  the  effects  of  dis- 
sension and  thwarts  the  designs  of  the  evil-intended.  There 
no  longer  prevails  that  disastrous  disposition  to  meet  cut 
with  cut.  If  a  dissenting  railway  feels  disposed  to  make 
lower  rates  there  no  longer  follows  a  general  demoralisation, 
but  the  other  railways  quietly  let  it  do  so.  It  may  get  5,000 
or  10,000  carloads  per  annum  more  by  reducing  the  rate  a 
couple  of  dollars,  but  5,000  or  10,000  cars  are  of  Uttle  impor- 
tance to  the  other  railroads  collectively,  and  tor  the  sake  of 
that  small  amount  of  traffic  it  would  not  be  worth  while 
reducing  rates  all  round,  because  the  prevention  of  loss  of 
volume  would  not  compensate  for  the  loss  in  rates,  while 
the  cutter  earns  so  much  less  that  he  rarely  profits  by  his 
move;  anyhow  the  harm  he  can  do  is  Umited  by  his  car- 
rying capacity. 

It  is  curious  to  observe  how  rate  wars  as  a  rule  are  started 
by  those  roads  which  are  least  remunerative  or  responsible, 
and  how  discord  among  the  members  of  Associations  likewise 
usually  originates  with  companies  overburdened  with  water. 
The  Chicago  and  Grand  Trunk,  Wabash,  and  Erie,  for  in- 
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stance,  are  always  to  the  front  in  the  matter  of  cutting*  propensi- 
ties. Good  roads — the  Alton,  for  example — are  not.  As  regards 
this  particular  road,  the  fact  that  it  is  outside  of  the  Asso- 
ciations has  made  it  the  bugbear  of  some  writers.  There  is 
no  reason  for  this.  The  Alton,  is  a  good,  sound,  responsible 
road,  paying  re^ilar  and  high  dividends,  and  such  a  one  will 
never  be  found  cuttini^^  The  Alton  merely  does  openly  what 
othei's  do  secretly.  It  lowers  a  rate  without  concealment  as  soon 
as  it  gets  evidence  that  any  of  its  rivals  does  so  stealthily  ;  but 
it  never  works  at  a  loss  as  long  as  it  is  not  at  war,  and  it 
never  starts  war  itself.  Its  being  outside  of  the  association  has 
neither  hui't  the  members  of  that  body,  nor  itself.  But  if  one 
of  the  weaker  roads  had  been  in  its  place  the  result  would 
have  been  far  more  disastrous  to  all  concerned. 

From  the  foregoing  it  appears  that  Traffic  Associations,  in 
spite  of  their  defects,  deserve  the  investor's  approval.  And  if 
additional  evidence  of  their  wholesome  influence  were  needed 
it  could  be  found  in  the  fact  that  rates  never  have  been  more 
stable  than  in  recent  years,  since  Associations  have  come  into 
existence.  The  consummation  of  Associations  and  the  sta- 
bility of  rates  are  no  isolated  co-incident  facts.  Their  relation 
is  that  of  cause  and  consequence.  Associations  are  undeniably 
the  outcome  of  a  sincere  desire  to  see  reckless  competition 
exterminated,  and  fair,  reasonable,  stable  rates  adopted  and 
adhered  to.  They  are  the  youngest,  but  not  the  least  satis- 
factory form  of  consolidation;  and  it  would  be  absurd  to  deny  that 
everything  wliich  can  promote  consolidation  should  be  hailed 
with  satisfaction,  not  only  as  far  as  the  shareholder  is  concerned, 
but  also  from  the  point  of  view  of  the  public. 
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CHAPTER  VI. 

RATES. 

No  problem  connected  with  railways  is  more  important  or 
intricate  than  the  rate  question.  To  railways  rates  are  what 
taxes  are  to  the  Government  or  what  his  private  income  is 
to  the  individual ;  they  are  the  principal  source  of  revenue 
compared  with  which  all  other  sources  are  trifling.  To  the 
pubUc  transportation  charges  are  of  equal  importance.  They 
form  part  of  the  price  of  every  commodity,  and  because  of 
their  influence  upon  the  cost  of  all  necessities  of  hfe  they 
are  of  the  greatest  possible  importance  to  producer  and 
consumer  alike. 

It  goes  without  saying  that  the  cost  of  transportation  is 
a  determining  factor  in  the  commercial  and  industrial  hfe  of 
every  part  of  the  globe;  yet  in  the  United  States,  where  so 
many  conditions  are  intensified,  rates  play  a  far  more  impor- 
tant role  than  in  most  other  countries,  perhaps  I  may  say 
than  anywhere  else.  Primarily  this  is  due  to  the  enormous 
distances,  and  secondly  to  the  absence  of  great  water  routes 
in  the  principal  direction  of  trade,  from  East  to  West  and 
vice  versa.  The  long  distances  separating  the  centres  of  pro- 
duction from  the  centres  of  consumption  render  low  transpor- 
tation charges  an  imperative  necessity  to  Western  agriculture; 
but  at  the  same  there  are  no  water  routes  of  any  importance 
which,  as  they  have  done  in  so  many  other  countries,  could 
reduce  and  regulate  the  cost  of  transportation. 

If  we  consider  that  owing  to  the  "  magnificent  distances  ** 
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separating  the  agricultural  centres  from  the  densely  populated 
East  and  the  seaboard  the  development  of  the  country  depended 
upon  rates  which  in  Europe  would  seem  irreconcilable  with 
the  profitable  working  of  a  railway,  it  was  very  fortunate 
indeed  that  circumstances  arose  which  gave  the  population 
of  the  United  States  the  benefit  of  the  lowest  railway  rates 
to  be  found  on  any  continent.  We  must  remember  that  the 
views  which  the  pubUc  and  the  railways  respectively  take 
of  rates  are  confiicting;  to  earn  as  much  as  practicable,  to 
make  the  highest  possible  charge  for  its  services,  is  the  ten- 
dency of  railways;  to  have  the  lowest  possible  rates  is  in 
the  interest  of  the  pubUc;  and  since  railways  in  the  United 
States  on  the  whole  —  and  as  a  body  —  make  their  own 
rates,  Americans  may  congi^atulate  themselves  upon  the  fact 
that  conditions  were  given  birth  to  which  not  only  prevented 
the  railways  from  making  exorbitant  charges,  but  which 
compelled  them  to  reduce  their  rates  to  a  level  which  astonished 
the  world.  The  average  rate  in  1890  was  $0.0093,  consider- 
ably less  than  one  hal^enny,  while  on  some  Unes  it  does 
not  exceed  four-fifths  of  that  humble  coin;  and  to  show 
what  that  means  I  will  add  that  in  Holland,  where  owing  to 
the  numerous  canals  and  rivers  rates  are  lower  than  anywhere 
else  in  Europe,  an  average  of  0'76d.  per  ton-mile  is  charged, 
against  0"77d.  in  Belgium  with  the  controUing  influence  of 
State  railways,  or  l^^d.  per  ton-mile  in  England.  ^  The 
results  of  such  low  rates  are  evident.  Development  became 
a  fact  where  with  higher  rates  it  would  have  been  an  impos- 
sibility. The  cheapness  of  transportation  is  responsible  for 
the  development  of  the  grand  agricultm^al  region  West  oi 
the  Mississippi;  to  low  rates  Kansas,  Missouri,  Iowa,  Nebraska, 
the  two  Dakotas  and  many  other  States  du^ectly  owe 
that  wonderful  prosperity  and  marvellous  growth  which  is 
without  a  parallel  even  in  America.  Agriculture  in  these 
regions  would  have  been  out  of  the  question  with  a 
rate   for   grain   averaging    3    cents   per   ton-mile   as  it  did 

^  Jeans,  liaihcay  Problem^  p.,  320. 
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some  twenty  years  ago,  but  with  a  reduction  to  an  average 
of  ^/sC.  (^/sd.)  per  ton-mile,  equal  to  16c.  per  bushel  from 
Kansas  City  to  New  York,  the  gi^and  and  fertile  region 
West  of  the  Father  of  Streams  rapidly  rose  to  the  rank 
of  one  of  the  most  important  grain-producing  regions  in  the 
world,  and  revolutionised  agriculture  in  most  countries.  This 
amazing  increase  in  production  has  by  the  growth  of  traffic 
consequent  thereupon  in  a  measure  compensated  the  railways 
for  the  dechne  in  rates. 

I  said  before  that  with  regard  to  rates  the  interests  of 
the  railways  are  conflicting  with  those  of  the  public,  and  the 
cause  to  which  this  fact  must  be  assigned  will  be  apparent 
to  every  one.  Yet  it  may  be  useful  to  specify  the  respective 
wants  of  the  public  and  the  corporations. 

Those  whose  duty  it  is  to  make  tariffs  have  to  consider 
two  determining  factors,  two  interests  of  a  conflicting  and 
antagonistic  natui'e.  They  must  make  transportation  charges 
which  meet  the  requirements  of  the  railway  company,  and 
at  the  same  time  those  of  the  public. 

The  public  requires  low,  equal  and  stable  rates.  They 
must  place  no  obstacle  in  the  way  of  trade  and  industries, 
and  should  promote  the  development  of  all  regions ;  they  must 
make  no  difference  between  individuals  or  locaUties  by  dis- 
criminations ;  and  they  may  not  disturb  trade  by  fluctuations. 
To  these  three  requu*ements,  lowness,  equality,  and  stabihty, 
some  extremists  add  a  fourth :  it  is  said  that  rates  should 
obhterate  distance ;  but  the  unreasonable  nature  of  this 
demand  is  so  evident  that  we  need  pay  no  heed  to  it.  ^ 


^  Western  farmers  say  rates  should  place  the  value  of  their  land  on  a  level  with 
that  in  the  East.  In  the  East  land  is  worth  more,  and  for  this  there  can  be 
but  one  reason :  it  must  yield  more.  It  yields  more  because  it  lies  nearer  to  the 
markets,  and  if  this  advantage  disappeared  on  account  of  an  obliteration  of 
distance  by  low  rates  a  farm  on  the  Delaware  would  be  worth  no  more  than  one 
on  the  Platte  River.  As  a  matter  of  fact  the  low  rates  caused  a  severe  agricul- 
tural depression  in  all  Eastern  States.  But  if  Grangers  could  reasonably  ask 
railways  to  place  them  on  a  par  with  Easterners,  i.e.  to  promote  their  special 
interest,  Eastern  peasants  could  demand  the  highest  possible  rates  because  these 
would  suits  theirs.  From  this  it  will  be  seen  that  the  Western  demand  is  not 
even  debatable.  The  proposed  equality  would  be  gross  injustice  to  some,  and 
undue  preference  to  others. 
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As  far  as  railways  are  concerned,  their  interests  are  in  but 
one  respect  analogous  wtli  those  of  the  pubUc :  companies 
as  well  as  their  customers  require  rates  whicli  will  promote 
development  and  increase  traffic.  But,  whereas  the  pubUc 
wants  the  lowest  possible  charges,  the  railways  wish  for  such 
as  will  afford  the  best  return  upon  capital,  in  other 
words  the  liighest  possible  rates.  At  the  same  time  tariffs 
which  never  vary  Tvill  not  suit  them,  for,  owing  to  the 
fluctuations  of  business,  charges  must  possess  such  elasticity 
as  will  compensate  for  smaller  movements  of  freight,  while 
also  on  account  of  other  exigencies  such  as  dearth  of  fuel 
or  labour,  floods,  storms,  blizzards,  etc.,  they  should  be 
changeable  to  a  degree  which  will  at  all  times  make  business 
profitable  and  returns  upon  capital  cei*tain.  With  regard  to 
this  last  point  railways  surely  demand  nothing  unreasonable ; 
rates  rigidly  fixed  by  Legislatures,  leaving  no  scope  for 
abnormal  conditions,  cannot  possibly  suit  them.  With  regard 
to  the  other  maxim,  that  relating  to  returns  upon  capital,  it 
is  otherwise,  and  the  public  has  offered  some  objections  because 
the  phrase  "  an  adequate  return  upon  investment "  is  differently 
interpreted.  Nobody  denies  thereasonability  of  claims  regarding 
returns  upon  capital ;  but  the  questions  arise  whether  a  railway 
can  expect  good  returns  upon  its  capital  if  this  is  fictitious  to  a 
very  great  extent,  and  whether  rates  should  provide  for  interest 
upon  **  water  "  or  solely  upon  genuine  investment.  In  other 
words,  the  railways  would  like  to  distribute  dividends  accord- 
ing to  capitalisation,  the  public  objects  to  pay  returns 
otherwise  than  upon  hona  fide  capital.  To  show  which 
demand  is  just  and  which  not  I  need  but  state  that 
the  Erie,  to  pay  an  adequate  return  upon  its  entire  capital , 
would  have  to  charge  twice  the  rates  of  the  Pennsylvania 
RR.  Hence  the  claim  of  the  railways  should  be  modified 
so  as  to  read  upon  the  investment  representing  actual  value 
of  the  property.  To  this,  as  a  matter  of  fact,  natural 
influences  reduce  rates.  The  road  which  works  cheapest 
fixes  the  tariff,  and  this  is  usually  a  railway  worth  what  it 
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is  capitalised  at.  At  the  same  time  this  road  as  a  rule  is 
responsible  and  solvent,  so  that  rates  are  prevented  from 
falling  below  a  point  which  admits  of  fair  profits.  This 
natural  law  seems  to  work  everywhere.  The  Hudson  Canal 
and  Lackawanna  fix  coal  rates,  not  the  Reading ;  the  Penna. 
and  B.  and  0.  trunk  line  rates,  not  the  Erie;  the  Lake 
•Shore  central  rates,  the  Burlington  and  Northwestern  rates 
•in  the  Northwest;  and  so  we  see  eveiywhere  that  rates  are 
such  as  will  yield  fair  returns  upon  a  moderate  capital,  and 
not  upon  stock  which  is  inflated  to  an  undue  extent. 

It  is  quite  evident  that  adjustment  of  rates  is  the  most 
delicate  part  of  railway  management.  Briefly  stated  they 
should  fulfil  the  following  conditions:  They  must  leave  a 
fair  profit  to  the  railways,  because  they  are  the  source 
of  all  earnings.  They  must  not  be  too  high,  because  their 
ha\ing  a  low  level  is  of  vital  importance  to  numerous 
industries  and  to  agiiculture.  They  must  possess  stability, 
for  fluctuating  rates  are  injurious  to  trade  because  they 
introduce  an  element  of  uncertainty;  and  at  the  same  time 
they  should  have  an  amount  of  elasticity  which  can  com- 
pensate railroads  for  a  smaller  volume  of  business  or  for 
hea\ier  working  expenses.  To  make  a  tariff  fulfil  all  these 
^conditions  is  exceedingly  difficult.  Sometimes  cutting  reduces 
rates  below  the  point  where  profits  are  possible.  In  times 
of  depression  industries  and  agiicultui'e  complain  of  their 
being  too  high.  Stability  is  frequently  impossible  when  reck- 
less cutting  and  the  desire  to  keep  charges  at  a  profitable  point 
are  stiiiggling  for  supremacy.^  Finally,  it  is  evident  that 
the  same  rate  which  with  big  crops  and  plenty  of  business 
results  in  good  profits  may  be  insufficient  in  a  year  with  a 
smaller  amount  of  business,  with  higher  wages,  or  dearer 
fuel.  That  the  difficulties  encountered  in  fixing  rates  at 
exactly   the   proper  point  are  numerous  is  therefore  plain; 

^  In  1884,  for  instance,  the  grain  rate  from  Chicago  to  the  seaboard  fluctuated 
to  the  extent  of  10c.  per  bushel  within  two  months,  and  numerous  failures  at 
the  New  York  Produce  Exchange  were  the  result. 
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and  to  what  extent  this  is  the  case,  may  be  judged  from 
the  fact  that  a  decline  of  half  a  mill  (^l^o  of  a  cent)  per 
ton-mile  in  the  average  annual  rate  means  $800,000_per 
annum  to  the  St.  Paul,  $900,000  to  the  Chicago  and  North- 
Western,  $1,385,000  to  the  New  York  Central,  $2,190,000 
to  the  Penna,  division  of  the  Pennsylvania  Railroad,  $540,000 
to  the  Lake  Shore,  and  so  on.  Yet  half  a  mill  a  ton  per 
mile  means  less  than  $0.50  per  ton  from  Chicago  to  the 
seaboard,  or  perhaps  $10  per  car.  No  doubt  the  difference 
per  car  seems  less  insignificant  than  one-twentieth  of  a  cent 
per  ton-mile,  but  still  it  is  not  much  with  an  average  tariff 
of  about  $105  per  car  between  Western  points  and  the 
seaboard.  Let  us  now  remember  that  the  man  who  fixes 
rates  has  to  dp  so  for  a  dozen  principal  classes  of  freight, 
to  be  moved  between  hundreds  of  points,  in  the  most  varying 
quantities ;  that  he  has  no  certain  element  in  his  calculation, 
because  he  neither  knows  exactly  how  much  freight  he  will  move 
nor  how  much  it  will  cost  him  to  carry  it;  and,  finally, 
that  his  rates  must  be  such  as  to  yield  a  certain  profit, 
and  we  shall  at  once  see  how  difficult  a  work  the  compila- 
tion of  a  tariff  is. 

I  will  illustrate  the  difficulty  of  fixing  tariffs  by  taking 
an  imaginary  railway  and  its  business.  The  X.  Raihoad 
Company  has  to  pay  fixed  charges  to  the  amount  of  $1,000,000 
per  annum,  and  can  usually  pay  dividends  to  an  equal  amount. 
There  will  be  $500,000  office  expenses,  and  as  much  more 
must  be  paid  for  improvements,  so  that  in  all  $3,000,000 
must  be  earned.  Last  year  the  company  moved  1,200,000,000 
tons  one  mile  at  the  average  rate  of  0*75  cent  per  ton. 
Working  expenses  amounted  to  0*50  cent  per  ton,  and  in 
consequence  the  available  net  earnings  reached  the  figure  of 
$3,000,000,  or  exactly  as  much  as  was  required  to  make 
the  business  pay.  Now  comes  another  year.  Crops  may  be 
bad,  and  the  movement  of  freight  may  not  exceed  1,000,000,000 
ton-miles,  which  would  reduce  net  earnings  by  $500,000 ; 
or   crops   may  be  as  good  as  before,  but  the  price  of  fuel 
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and  labour  rises,  and  there  are  a  few  accidents  or  floods, 
and  working  expenses  rise  from  their  former  level  of  0.50c. 
per  ton  to  0'55c. ;  agaui  there  is  a  reduction  of  net  earnings, 
in  this  case  amounting  to  a  loss  in  revenue  of  $600,000. 
Or  rates  are  cut  down  to  the  extent  of  nobody  knows  how 
much ;  but  let  us  assimie  the  cutting  mil  reduce  the  average 
rate  for  the  year  by  as  little  as  half  a  mill  per  ton-mile: 
again  a  loss  of  $600,000.  To  all  these  emergencies  the 
traific  manager  must  be  equal.  He  must  maintain  the  profits 
of  the  company  at  then-  average  level  as  far  as  he  can.  If 
business  is  bad,  or  if  expenses  run  liigh,  he  must  make  up 
for  the  loss  as  much  as  possible  by  putting  up  rates,  and 
he  often  has  to  do  so  after  the  loss  has  been  hiflicted. 

From  all  this  the  difficulty  of  adjusting  freight  tariffs  is 
apparent,  and  it  is  increased  because  there  is  no  clearly 
defined  principle  or  theoiy  accordmg  to  wliich  rates  are  fixed, 
no  hard  and  fast  rule.  Rates,  strange  to  say,  are  fixed  some- 
what arbitrarily,  and  by  men  who  know  little  about  them. 
A  railroad  taiiff,  as  a  rule,  includes  from  20,000  to  30,000 
items,  for  there  must  be  a  rate  for  each  class  of  freight  from 
every  point  on  the  system  to  eveiy  other.  The  manager  and 
higher  officials,  of  coui'se,  cannot  look  after  details,  and  the 
work  must  be  performed  by  clerks,  often  under  the  influence 
of  advice  given  by  local  agents,  who  are  ignorant  of  the  cost 
price  of  transportation  and  of  the  profits  that  have  to  be 
made  and  merely  look  at  then'  commission,  or  may  even  act 
under  the  influence  of  a  desire  to  benefit  some  local  brewer 
or  brickmaker,  or  may  tiy  to  steal  a  march  upon  the  local 
agents  of  rival  lines.  With  all  this  it  certainly  is  wonderful 
how  rates  are  always  more  or  less  at  the  same  profitable 
level,  the  more  so  because  nearly  allof  them  vaiy  constantly. 
I  have  often  asked  local  clerks  about  certain  rates,  for  the 
sake  of  making  an  expeiiment,  and  I  usually  found  they  had 
to  look  at  amendments,  or  amendments  to  amendments,  or 
amendments  in  the  thii*d,  fouiih,  and  fifth  generation  before 
they  could  tell  mo  what  I  wanted  to  know. 
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There  being  no  mle  which  can  be  rehed  upon  by  those 
who  make  rates,  it  is  no  wonder  that  railways  adopted  the 
principle  of  charging  what  the  freight  would  bear,  in  other 
words  whatever  they  could  get,  always  a  safe  method,  which, 
however,  is  no  longer  universally  adhered  to.  If  excessive 
rates  Avere  charged  the  public  would  complain,  and  they 
could  be  rc^duced.  But  the  practice  had  tliis  disadvantage, 
that  the  public,  especially  our  friends  the  Grangers,  by 
the  tangible  results  of  their  complaints,  kept  on  com- 
plaining even  if  there  was  no  ground  to  do  so,  and  from 
the  fact  that  rates  were  frequently  reduced  drew  the 
conclusion  that  they  could  be  lowered  ad  iiifinihim. 
Fui'ther,  remunerative  rates  charged  where  traffic  could  and 
would  bear  them,  caused  competing  hues  to  be  built,  and  tluis 
rates  were  reduced  to  theh  proper  level  by  what  may  be 
called  natural  influences.  Sometimes,  however,  they  went  bo- 
low  this  point.  A  parallel  line  Avould  be  built  for  the  sake 
of  profits  to  be  made  out  of  construction,  Avith  no  other 
object  than  starting  reckless  competition  and  compeUingthe 
older  hue  to  buy  it  out.  Rates  were  lowered  at  once,  first 
by  competition,  and  when  tliis  competition  abated,  by  harmony 
between  the  two  hues  or  by  amalgamation,  it  was  found  diffi- 
cult to  restore  them  again,  because  the  competition  of  the  new 
line  had  caused  such  an  increase  in  the  supply  of  transpor- 
tation that  this  supply  was  gi*eater  than  the  demand,  the 
natui'al  consequence  of  which  would  be  a  lower  rate.  And  at 
the  same  time  the  capital  employed  was  increased  by  the  cost 
of  construction  or  by  absorption  of  the  new  hue,  which  re- 
qmred  larger  earnings  to  maintain  returns  on  capital,  and 
therefore  higer  rates.  Thus  the  two  elements  determining 
rates,  the  supply  of  transportation  in  proportion  to  the 
demand,  and  the  amount  of  revenue  requhed  as  a  retui^n  on 
capital,  became  conflicting,  and  the  result  in  most  cases 
was  disastrous  to  capital.  Moreover,  the  well-known  law  of 
Gresham,  according  to  which  the  weaker  cuirency  will  drive 
out  the  good  one,  was  found  also  to  apply  to  rates ;  bad  rates 
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drove  out  fair  ones,  and  afterwards,  even  if  the  cause,  cut- 
ting, was  removed,  nothing  was  found  more  difficult  than 
re-establishing  them.  Now,  competition  has  been  at  work 
evei-j^where,  at  least  at  all  points  of  any  importance ;  and 
the  inevitable  result  has  been  that  rates  have  gone  down, 
and  that  the  disproportion  between  supply  and  demand  has  been 
in  its  effect  stronger  than  the  requirements  of  the  capital 
employed.  This  is  the  key  to  the  rate  question  in  America. 
If  once  low  rates  have  been  estabhshed,  no  matter  to  what 
these  owe  their  origin,  they  somehow  become  a  basis  of 
business,  and  it  is  always  found  difficult,  and  often  impos- 
sible, to  restore  them  to  their  proper  level. 

As  we  have  seen  before,  the  guiding  principle  in  the 
adjustment  of  rates  thus  far  has  been  to  charge  as  much  as 
possible ;  but  of  late  a  new  maxim  has  been  adopted,  namely, 
to  charge  as  little  as  possible.  The  Norfolk  and  Western 
was  the  first  to  introduce  this  new  and,  it  seems,  more  sen- 
sible version  of  "charging  what  the  freight  will  bear.''  With 
the  aid  of  phenomenally  low  rates  this  company  succeeded 
in  developing  a  great  business  in  the  Pocahontas  Coal  dis- 
trict Avhich  but  for  low  tariffs  never  could  have  come  into 
existence,  and  the  result  was  that  those  who  undertook  the 
bold  experiment  were  splendidly  rewarded.  It  is  my  intention 
to  speak  more  fully  of  the  principles  upon  which  the  N.  and 
W.  conducts  its  business  in  the  chapter  deahng  with  that 
young  and  vigorous  company,  so  that  I  need  not  enlarge  upon 
them  now.  But  the  experiment  has  attracted  an  amazing 
amount  of  attention  in  railroad  circles.  I  have  scarcely  met 
one  traffic  manager  who  did  not  come  to  this  subject  when 
discussing  rates.  It  should  not  be  forgotten  that  the  N.  and 
W.  inaugurated  it  under  veiy  pecuhar  circumstances.  Coals 
in  a  distant  part  Avere  to  be  marketed,  and  an  immense  in- 
crease of  business  could  be  confidently  expected  if  the  expe- 
riment succeeded.  But  have  not  the  low  rates  for  grain  caused 
an  immense  increase  of  the  output,  and  has  not  the  same 
been  the  case  with  lumber  and  coals  ?  Without  being  recog- 
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nised  the  principle  was  at  work,  until  Mr.  Kimball  discovered 
it  and  brought  it  into  prominence. 

In  spite  of  this  the  principle  of  charging  what  the  freight  will 
bear,  adjusted  by  natural  influences  in  practice,  is  no  bad 
principle.  It  results  in  the  railways  getting  the  best  rates 
they  can  under  all  circumstances.  It  is  plain  that  a  box  of 
silk  can  bear  a  heavier  freight  than  a  basket  containing 
cheap  crockery,  and  that  one  ton  of  cotton  piece  goods,  the 
highest  class  of  freight,  can  be  charged  much  more  than  a 
ton  of  soft  coal.  A  diflference  of  1-1 0th  of  a  cent  per  yard, 
which  probably  would  mean  about  $40  a  ton,  makes  no  diflference 
to  the  buyer  or  seller  of  a  cotton  dress.  But  40c  per  ton 
of  coals  may  mean  everything  to  the  mine-owner  or  to  the 
manufacturer.  Hence  we  find  the  rates  for  high  classes  of 
freight  uniformly  good,  and  as  their  volume  does  not  amount 
to  much  there  is  Uttle  competition  by  water  routes  and  not 
much  cutting.  But  the  staples  are  the  pivot  around  which 
competition  turns.  Coal,  iron,  salt,  grain,  lumber,  cotton,  and 
cattle  all  cannot  bear  high  rates.  Yet  the 'Mow  freights "  are 
of  the  greatest  importance  to  railroads,  probably  two-thirds 
of  the  total  tonnage  and  at  least  one  half  of  the  freight 
revenue  being  derived  from  these  classes  of  goods.  To  secure 
them,  even  at  a  small  fractional  profit,  brings  more  revenue 
than  would  the  monopoly  of  transportation  of  cotton  piece 
goods,  and  hence  cutting  is  usually  confined  to  low  freights. 
In  the  Schuylkill,  Wyoming,  and  Lehigh  Valleys,  cuts  are 
always  on  coals,  in  the  West  on  grain,  lumber,  and  cattle,  in 
the  South  on  cotton  and  lumber.  As  a  rule  they  are  made 
in  the  hope  of  securing  business;  sometimes  they  arise  out 
of  less  commendable  motives,  say  speculative  intentions  of 
managers,  a  desire  to  be  bought  out,  or  spite  and  "  sheer 
cussedness."  But  wherever  rates  are  cut  once  they  rarely 
reach  their  former  level  again. 

As  regards  the  influence  of  water  rates  upon  the  tariffs 
of  railways,  comparatively  speaking  theu^  bearing  never 
was   great,    although  in   a   few   cases   their  influence  has 
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asserted  itself;  at  present  it  is  hardly  perceptible.  Railways 
constantly  receive  a  greater  percentage  of  traffic  than  water 
routes;  and  whereas  twenty  years  ago  they  sometimes  com- 
plained of  the  low  rates  on  the  rivers,  lakes,  and  canals,  it 
is  now  the  navigator  who  complains  of  raih^oad  competition. 
It  is  generally  conceded  that  water  rates  are  no  longer  a 
determining  factor  in  the  adjustment  of  American  railroad 
tariflfs,  except  perhaps  in  a  few  isolated  cases,  as  for  instance 
between  the  Atlantic  and  Pacific  Coasts  and  in  the  Southern 
portion  of  the  Mississippi  Valley.  Broadly  speaking  the 
American  railway  is  now  above  the  effects  of  w^ater  competition 
wherever  it  has  had  to  contend  against  it. 


In  the  report  for  1891  of  the  Chicago,  Milwaukee  and 
St.  Paul  Railroad  Company  we  find  the  following  statement 
showing  the  dechne  of  the  average  freight  rate  per  ton-mile 
charged  on  that  system  for  a  number  of  years : — 


Cents. 

Cents. 

Ceyits, 

1865. 

. .  4.11 

1874  . 

. .  2.38 

1883  . . 

.1.39 

18o6  . 

. .  3.76 

1875  . 

. .  2.10 

1884  . . 

.1.29 

1857  . 

. .  3.94 

1876  . 

. .  2.04 

1885  . . 

.1.28 

1858. 

. .  3.49 

1877  . 

. .  2.08 

1886  . . 

.1.17 

1869  . 

. .  3.10 

1878  . 

. .  1.80 

1887  . . 

.  1.09 

1870  . 

. .  2.82 

1879. 

. .  1.72 

1888  . . 

.  1.006 

1871  . 

. .  2.54 

1880  . 

. .  2.76 

1889  . . 

.  1.059 

1872. 

. .  2.43 

1881  . 

..1.70 

1890  . . 

.  0.995 

1873  . 

. .  2.50 

1882  . 

. .  1.48 

1891  . . 

.  1.003 

During  the  past  twenty-six  years  there  has,  therefore,  been 
a  decline  of  75  per  cent,  in  the  rates  charged  by  the  St.  Paul 
railway,  and  on  other  railways  they  fell  in  about  the  same 
degree;  on  the  New  York  Central,  for  instance,  they  were 
between  1870  and  1890  reduced  from  1.88c.  to  0-76c.  per 
ton-mile.  Passenger  fares  also  show  a  decline,  but  as  this  is 
less  pronounced  than  with  freight  rates,  while,  in  addition, 
earnings  from  passengers  are  smaller  and  less  important, 
we  need  not  pay  much  attention  to  them. 
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It  is  quite  evident  that  a  serious  pro  rata  I'eduction  in 
the  prolits  derived  from  transportation  of  a  given  volume  of 
freiglit  ensued,  but  on  the  whole  it  cannot  be  said  that  rail- 
ways are  much  less  remunerative  now  than  thoy  were  before 
if  we  consider  the  enormous  dechne  in  rates.  This  is  a  result 
of  two  phenomena  co-incident  with  the  enormous  reduction  of 
tariifs,  and  largely  compensatmg  thei-efor.  They  are: — 

1.  A  phenomenal  growth  of  business. 

2.  A   very   considerable  reduction  of  the  cost  of  moving 
freights. 

Growth  of  business  has  been  peculiar  to  all  lines,  and 
of  course  is  closely  connected  with  the  rapid  development 
of  the  country.  To  what  extent  shipments  have  increased  may 
be  inferred  from  the  fact  that  in  1870  the  New  York  Central 
moved  769  million  tons  one  mile,  having  in  that  year 
a  total  trackage  of  1827  miles ;  in  1890,  with  3795  miles 
of  track,  movements  consisted  of  2775*5  million  ton-miles, 
and  therefore  the  number  of  ton-miles  carried  for  each 
mile  of  track  rose  from  422,000  to  731,000.  This  may 
be  assumed  to  be  typical  of  the  increase  of  business 
on  most  American  railways  during  the  two  decades  ending 
in  1890. 

More  important  than  this  increase,  however,  has  been 
the  reduction  in  the  cost  of  transportation.  I  have  it  on 
the  high  authority  of  Priesident  Roberts  of  the  Pennsylvania 
RR.  that  the  cost  of  moving  freights  on  that  system  during 
the  last  twenty  years  has  been  reduced  from  0.98  cent  per 
ton-mile  to  the  phenomenally  low  figure  of  less  than  one 
farthing,  namely  to  0.4  cent,  and  on  most  lines  operating 
expenditui-e  was  cut  down  in  a  similar  proportion. 

This  reduction  has  been  rendered  possible  by  various 
improvements,  of  which  the  following  are  the  most 
important: — 

1.  Economy  effected  by  consolidation. 

2.  Increase  of  the  power  of  locomotives  and  of  the  mileage 
run  by  every  individual  engine. 


94  RATES.  PAKT  II. 

3.  Increase  of  the  capacity  of  cars,  and  decrease  of  dead 
weight  in  each  train  consequent  thereupon. 

4.  Gradual   substitution  of  steel  rails  for  iron  tracks  and 
improvements  of  roadbeds  by  ballasting  and  grading. 

Of  the  economy  rendered  possible  by  consoUdation  we 
have  spoken  before,  and  to  technical  improvements  we  intend 
to  return  hereafter.  At  present  we  have  to  consider 
the  undisputed  fact  that  all  improvements  combined  aflford 
no  exact  equivalent  for  the  decline  in  rates,  and  that  net 
earnings  per  mile  of  railway  are  lower  now  than  formerly, 
although  fortunately  not  in  a  degree  corresponding  to  the 
fall  in  rates.  Moreover  it  seems  that  charges  have  not  yet 
reached  their  lowest  level,  for,  especially  in  the  West,  com- 
petition is  so  intense  that  the  supply  of  transportation  usually 
exceeds  the  demand  for  it,  as  may  be  inferred  from  the  rise 
in  average  rates  characterising  good  years  when  all  hues 
are  kept  busy,  and  a  corresponding  fall  ensuing  as  soon  as 
business  is  slack.  But  experience  has  shown  that  rate  cutting 
is  disastrous  to  all  concerned.  If  done  openly  the  demoralisation 
which  is  apt  to  follow  inflicts  severe  loss  upon  all  railways; 
if  conducted  in  secret  the  "cutting"  line,  it  is  true,  has 
more  traffic,  but  its  business  is  less  profitable  in  proportion, 
and  in  consequence  no  appreciable  gain  results;  and  this 
being  generally  admitted  and  recognised  there  no  longer 
prevails  that  mischievous  disposition  to  cut  regardless  of 
consequences,  but  railways  incline  towards  a  mutual  under- 
standing aiming  at  a  maintenance  of  rates.  Evidence  of  this 
is  afforded  by  the  tendency  to  promote  consolidation,  and 
above  all  by  the  popularity  of  Traffic  Associations. 

In  connection  with  the  decline  in  earnings  the  investor 
will  probally  ask  whether  it  will  go  on,  and,  if  so,  to  what 
extent;  and  in  addition  he  is  likely  to  ponder  over  a  pos- 
sible remedy.  As  regards  the  question  whether  lower  rates 
must  be  looked  for  I  am  not  prepared  to  give  a  reply,  in 
spite  of  my  faith  in  the  wholesome  effects  of  consolidation 
in  its  various  forms ;  I  lack  the  intimate  knowledge  of  freight 
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business  to  justify  my  giving  an  opinion,  and  I  find  the 
views  of  all  I  have  asked  so  widely  divergent  that  T  can 
deduct  no  general  conclusion,  from  them,  although  everybody 
is  anxious  to  say  that  "rates  can't  go  much  lower.''  With 
regard  to  a  remedy  it  is  otherwise.  It  is  not  necessary  to 
consider  the  question  as  far  as  it  is  connected  with  techni- 
calities ;  but  I  must  draw  attention  to  some  methods  of  doing 
business  which  earnestly  call  for  speedy  abolition  because 
they  reduce  earnings  to  a  very  serious  extent.  Revenue  of 
American  railways  is  wasted  because  business  with  the  public 
is  conducted  upon  principles  which  cannot  be  designated 
otherwise  than  as  utterly  ix)tten. 

The  great  evils  eating  into  American  railway  business 
are:  "scalping,"  agents,  and,  according  to  some,  reckless 
advertising. 

Concerning  the  latter  I  will  not  offer  any  criticism.  No 
doubt  much  money  is  wasted  in  various  ways  by  injudicious 
advertising,  but  this  is  an  age  of  advertising,  and  perhaps 
it  is  not  advisable  to  speak  against  it.  Moreover,  thewaste^ 
if  it  exists,  is  not  of  sufficient  importance  to  render  a  long 
discussion  of  it  necessary.  But  there  are  two  other  matters 
which  call  for  speedy  abohtion.  "Scalpers"  and  agents  must 
be  done  away  with.  The  former  are  a  legion  of  ne'er-do- 
wells,  euphemistically  called  ticket  brokers ;  the  latter  a  host 
of  parasites  feeding  upon  the  life-blood  of  railways  their 
revenue  from  freight. 

Let  us  take  the  agents  first.  Then*  name  implies  what 
they  do :  they  act  as  middlemen  between  the  public  and 
the  railways.  There  are  various  kinds  of  them,  such  as 
travelling,  district,  soliciting,  contracting,  advertising  agents, 
etc.  The  freight  department  is  surrounded  with  a  costly 
staff  of  men,  occupying  the  most  expensive  offices.  Of  course, 
they  were  appointed  in  order  to  develop  the  business ;  but 
whether  the  mode  adopted  was  a  right  one  is  very  doubt- 
ful. One  of  the  best  passages  in  Mi*.  Stickney's  book 
on   the   Railway   Problem   reads   as  follows :  "  No  expense 
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has  been  spared  to  equip  them  (the  agents)  with  the  latest 
and  most  expensive  arms.  The  arts  of  the  lithographer,  the 
printer,  the  engraver  on  wood  and  steel  have  been  exhausted; 
theatre  tickets,  credits  at  livery  stables,  and  "et  ceteras" 
have  been  supplied  without  stint  and  no  questions  asked. 
The  expenses  of  these  standing  armies  have  been  enormous, 
but  hke  all  standing  armies  tlicy  have  been  consumers  and 
not  producers.  Their  mission  is  to  destroy.  All  of  thein 
together  have  not  in  twenty  years  produced  one  single  ton 
of  freight.  Their  only  duty  is  to  get  freight  which  others 
have  produced  routed  over  their  line,  honestly  if  they  can, 
but  get  it."  In  the  main  the  Chairman  of  the  Board  of 
Du^ectors  of  the  "Maple  Leaf"  states  this  case  correctly. 
Agents  have  constituted  the  armies  required  to  fight  the 
rate  wars ;  but  when  peace  was  solemnly  declared  they  were 
not  disbanded,  and  consequently  they  continued  to  eat 
the  fat  of  the  land.  It  would  be  difficult  to  state 
exactly  how  much  these  agents  cost  the  railways;  but  it  is 
certainly  a  low  estimate  to  say  that  many  great  systems 
spend  $300,000  on  agents  who  could  not  only  be  dispensed 
with,  but  whose  speedy  abolition  would  be  a  boon,  not 
merely  because  it  would  result  in  a  considerable  saving  of 
expenses,  but  also  because  these  men  are  constantly  nibbUng 
at  rates  and  writing  to  the  main  office  for  reductions.  I 
will  not  join  those  who  say  they  do  this  from  dishonest 
motives,  but  they  certainly  do  not  know  what  rates  suit  the 
railroads;  that  the  lowest  possible  tariff  suits  them  is  evident. 
The  agents  undeniably  are  responsible  for  the  greater  part 
of  the  rate  wars  and  the  gradual  reduction  of  tariffs,  because 
they  are  the  outposts  that  start  the  battle.  They  steal  a 
march  upon  other  agents ;  the  latter  wax  wroth  and  write  to 
their  general  freight  agent;  the  "  G.  F.  A."  makes  reductions 
on  a  large  scale,  and  the  decUne  in  rates  has  commenced. 

Still  more  condemnable  than  the  agent  and  advertising 
system  is  the  scalper  nuisance.  A  scalper  is  a  man  who  sells 
tickets  at  lower  rates  than  the  railways.    He  is  enabled  to 
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do  SO  by  buying  the  unused  halves  of  return  or  excur- 
sion tickets,  and  by  other  less  commendable  practices. 
For  instance,  he  buys  mileage  tickets  and  lets  them  out  for 
single  trips  at  a  small  profit.  He  purchases  the  free  tickets 
for  which  railway  employees  frequently  apply,  not  because  they 
want  to  travel  themselves,  but  merely  "to  supplement  their 
incomes.''  He  buys  free  passes  if  he  can  get  them.  He  buys 
"  advertising  "  tickets,  with  which  the  market  is  overcrowded, 
because  most  companies  are  foolish  enough  to  stipulate  that 
advertising  in  newspapers,  etc.,  must  be  paid  for  "in trans- 
portation." He  acquires  used  but  unpunched  tickets  from 
the  conductors.  He  forges  signatures,  stamps  and  dates,  and 
with  all  this  he  does  so  splendid  a  "  business "  that  he  can 
maintain  a  very  costly  establishment  next  door  the  expen- 
sive railway  offices  in  the  leading  thoroughfares,  and  underbid 
the  railways.  There  are  hundreds  of  these  scalpers  all  over 
the  Union,  and  all  do  a  splendid  trade.  Upon  what  methods 
they  conduct  their  business  is  set  forth  at  length  in  the 
following  extract  from  the  official  report  of  the  Interstate 
Commerce  Commission  for  1889: — 

TICKET   BROKERAaE. 

The  subject  of  brokerage  in  railroad  tickets,  or  *  scalping "  as  it  is  usually 
termed,  has  to  some  extent  been  referred  to  in  previous  annual  reports  of  the 
Commission,  and  has  also  been  commented  on  more  at  large  in  special  reports 
made  upon  investigations.  The  last  annual  report  recommended  specific  legisla- 
tion by  Congress  to  restrain  as  far  as  possible  this  illegitimate  and  reprehensible 
business,  now  very  generally  regarded  as  one  of  the  worst  incidental  evils 
connected  with  transportation. 

A  bill  was  introduced  in  both  Houses  of  Congress  at  an  early  period  in  the 
last  session,  embodying  the  essential  features  recommended  by  the  Commission. 
It  failed  to  pass,  and  in  fact  is  believed  not  to  have  been  reported  by  the 
committees  of  either  House. 

It  is  understood  that  strenuous  opposition  was  made  to  the  passage  of  the 
bill  by  the  ticket  scalpers  of  the  country.  It  is  believed  upon  trustworthy 
information  in  possession  of  the  Commission  that  railroad  managers  generally 
are  in  favor  of  eflBcient  legislation  for  the  overthrow  of  this  evil,  and  that  a 
strong  public  sentiment  exists  against  its  toleration. 

With  the  great  increase  of  railroads  and  the  com])etitIon  existing  among  them 
for  patronage,  ticket  brokerage  has  become  a  large  business  and  very  profitable 
to  those  engaged  in  it.  It  is  carried  on  with  the  greatest  amount  of  boldness 
and  success  in  the  larger  cities  of  the  country  where  the  most  eager  competition 
exists  between  railroads.  A  few  illustrations  will  seiTe  to  show  the  extent  to 
•which  the  business  has  been  carried. 
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From  various  reports  received  by  the  Commission  it  appears  that  in  New  York 
City  there  exist  thirteen  scalping  offices,  in  which,  including  proprietors  and 
clerks,  about  thirty  persons  are  employed,  at  an  estimated  expense  for  office 
rent  and  clerk  hire  of  $20,000  to  $25,000  a  year,  and  with  an  estimated  annual 
profit  from  the  business  of  $90,000  to  $100,000;  that  at  Chicago  there  are  fifteen 
scalping  offices,  whose  combined  annual  expense  for  rent  and  clerk  hire  amounts 
to  about  $70,000;  that  at  Cincinnati  there  are  nine  scalping  offices,  with  an 
annual  expense  for  rent  and  clerk  hire  of  about  $20,000;  and  that  at  Kansas 
City  there  are  seven  scalping  offices,  with  an  estimated  annual  expense  for  rent 
and  clerk  hire  of  about  S18,000.  When  it  is  considered  that  this  business  is 
carried  on  in  nearly  all  the  principal  cities  of  the  country,  and  that  the  net 
profits  probably  amount  to  four  times  the  expenditure  for  carrying  it  on,  it  is 
evident  that  the  profits  from  this  illegitimate  business  exceed  the  sum  of  a 
million  dollars  annually. 

The  ticket  broker  has  no  necessary,  useful,  or  legitimate  function.  He  is  a 
self-constituted  middleman  between  the  railroad  and  the  passenger.  All  railroads 
have  accessible  and  convenient  offices  and  agents  for  the  sale  of  tickets.  The 
public  can  be  fully  accommodated  by  the  regular  agencies  of  the  roads  without 
the  intervention  of  superfluous  and  obtrusive  middlemen. 

As  there  could  be  no  field  of  operation  for  this  class  of  persons  if  the  railroad 
companies  obtained  full  established  rates  for  all  transportation  furnished  by 
them,  the  expenses  of  the  business  and  the  profits  made  by  those  who  conduct 
it  must  necessarily  in  the  first  instance  come  out  of  the  carriers,  and  represent 
simply  the  discount  suffered  by  them  from  their  established  fares  and  the 
resulting  diminution  of  revenue.  But  indirectly  this  diminution  of  revenue  is 
made  up  by  the  public,  for  while  the  business  continues  the  carriers  have  it  in 
mind  in  making  their  rates,  and  charge  higher  rates  than  would  be  necessary 
for  fairly  remunerative  revenue  if  there  were  no  such  drain  upon  them  to  support 
the  auxiliary  force  of  scalpers. 

The  business  is  therefore  hurtful  both  to  the  roads  and  to  the  public  in  a 
financial  sense,  and  the  extent  of  the  injury  it  is  scarcely  possible  to  measure. 
The  harm  done  by  an  army  of  unscrupulous  depredators  upon  a  legitimate 
business  cannot  be  computed  by  any  known  standard.  Lawless  greed  recognizes 
no  limits,  and  weak  compliance  by  its  victims  only  stops  at  exhaustion.  But 
the  moral  injury  both  to  railroad  officials  and  to  the  public  is  even  greater. 
To  railroad  officials  the  business  serves  as  an  invitation  and  an  excuse  for 
dishonest  practices.  It  is  used  as  a  cover,  deceitful  and  transparent  it  is  true, 
for  evasions  of  law  and  for  dishonorable  violations  of  compacts  among  competing 
roads  to  maintain  agreed  schedules  of  rates.  The  public  morals  are  aff'ected  by 
the  natural  inference  that  if  railroad  officials  are  deficient  in  sense  of  honor  and 
integrity,  and  that  if  the  railroad  code  of  ethics  permits  one  road  to  cheat 
another  it  is  equally  permissible  for  the  public  to  cheat  the  railroads.  The 
inevitable  tendency  of  the  practice,  therefore,  is  to  eliminate  the  moral  element 
and  the  rule  of  action  that  elementinculcates— business  honor— from  the  practical 
field  of  transportation. 

In  whatever  aspect  ticket  scalping  may  be  viewed,  it  is  fraudulent  alike  in 
its  conception  and  in  its  operations.  The  competition  of  roads  aflfords  the 
opportunity  for  the  work  of  the  scalper.  Without  rival  roads  competing  for 
business  he  could  have  no  field.  The  prospect  of  selling  more  transportation  at 
a  discount  than  at  the  established  rate,  and  so  diverting  business  dishonestly 
from  a  competitor,  is  the  temptation  to  a  road  to  let  a  scalper  do  for  it  secretly 
what  it  does  not  dare  do  openly.  The  weak  excuse  of  every  road  that  trans- 
gresses in  this  manner  is  that  some  competitor  does  it.  Fraud,  therefore,  is  tlie 
incentive  to  the  business.  And  in  its  conduct  every  step  is  one  of  actual  fraud. 
The  scalper's  vocation,  the  necessity  for  his  occupation,  is  to  sell  transportation 
at    less    than  published  and  established  rates ;  in  other  words,  below   lawful 


CHAP.  VI.  RATES  99 


charges.  Every  such  sale  is  a  fraud  upon  the  law,  a  fraud  upon  competing 
roads,  and  a  fraud  upon  the  stockholders  and  the  creditors  of  the  road  for  which 
the  sale  is  made. 

But  bad  as  these  transactions  are,  they  are  not  the  worst.  There  are  other 
branches  of  the  business  which  we  are  told  by  railroad  officials  are  practised, 
to  their  actual  knowledge,  which  are  even  more  culpable.  These  are  said  to 
embrace  such  acts  as  dealing  in  tickets  and  passes  that  have  been  stolen,  and 
tickets  that  have  already  been  used  but  not  defaced  or  cancelled  by  conductors 
as  also  in  tickets  fraudulently  altered  in  respect  to  dates  or  extent  of  journey, 
and  spurious  tickets  to  which  the  use  of  some  artful  device  gives  the  appearance 
of  genuineness.  In  such  cases  an  imposition  is  practised  either  on  a  railroad 
or  upon  a  passenger,  certainly  upon  the  latter  if  the  fraud  be  detected.  Whether 
all  or  only  some  brokers  engage  in  these  fraudulent  practices,  or  whether  the 
frauds  by  which  stolen,  defunct,  or  altered  tickets  are  palmed  off  on  the  public 
and  on  the  railroads  as  well,  are  perpetrated  by  brokers  themselves,  or  by  others 
acting  in  collusion  with  them,  are  not  material.  The  acts  are  incidents  of  the 
business,  and  arguments  of  great  potency  for  legislative  action  to  eradicate 
the  evil. 

One  might  suppose  that  a  practice  of  tliis  character  could  no  more  be  defended 
than  larceny  or  forgery,  but  strange  as  it  may  appear  it  is  defended,  before 
legislative  bodies  and  elsewhere,  and  the  right  to  carry  it  on  unmolested  is 
demanded.  It  is  urged  by  way  of  defence  that  through  the  ticket  scalper  a 
portion  of  the  public  get  lower  rates  and  therefore  his  operations  are  in  the 
interests  of  the  public.  The  circumstance  that  lower  rates  so  obtained  are 
forbidden  by  the  fundamental  principle  of  the  law,  that  equality  of  charges  for 
equality  of  service  shall  be  made,  and  that  such  rates  are  unjust  discrimination, 
is  wholly  disregarded  by  this  defence. 

It  is  also  said  that  railroad  tickets  are  merchandise,  and  may  be  bought  at 
wholesale  at  any  price  for  which  they  can  be  procured,  and  may  be  sold  at 
retail  for  any  price  the  purchaser  will  pay.  This,  again,  ignores  the  plain 
requirements  of  the  law,  that  a  railroad  as  a  public  agency  must  establish  and 
publish  its  fares  and  charges,  and  sell  its  transportation  only  at  its  established 
rates,  and  that  it  is  declared  a  criminal  offence  to  do  otherwise.  The  merchandise 
theory  is  an  entire  perversion  of  the  nature  and  objects  of  railroad  tickets.  A 
railroad  ticket,  instead  of  being  merchandise,  is  in  law  only  a  receipt  or  voucher 
for  the  payment  of  the  cost  of  a  journey,  and  evidence  of  a  contract  on  the 
part  of  the  railroad  to  carry  the  passenger.  It  imports  that  the  lawful  price 
of  carriage  has  been  paid,  and  that  the  holder  is  entitled  to  the  extent  and  kind 
of  transportation  indicated  by  the  instrument. 

If  it  were  practicable,  fares  might  be  paid  on  the  train,  but  the  use  of  tickets 
has  been  found  a  gi-eat  convenience  both  to  railroads  and  to  passengers,  especially 
to  railroads  in  the  economy  of  the  time  of  train  agents  and  as  a  protection 
against  negligence  or  dishonesty  on  the  part  of  such  agents.  If,  in  spite  of  the 
strong  reasons  from  the  railroad  standpoint  for  the  use  of  tickets,  they  are  to 
be  used  clandestinely  by  the  consent  of  railroads  to  violate  the  law  and  diminish 
earnings,  it  is  questionable  whether  it  is  important,  from  the  standpoint  of  the 
public,  whether  the  scalping  is  done  by  professional  scalpers  or  by  the  direct 
agents  of  the  road. 

Another  defence  of  the  business  is  put  on  the  benevolent  ground  that  pas- 
sengers holding  tickets  for  a  considerable  journey  often  change  their  minds,  or 
are  obliged  by  some  happening  to  stop  short  of  their  destination,  or  to  return 
without  making  the  whole  journey,  and  that  by  the  charitable  interposition 
of  a  broker  the  tickets  are  taken  off  their  hands  at  no  great  loss,  whereas 
otherwise  the  loss  might  be  considerable.  This  overlooks  the  obvious  fact 
that  it  is  quite  as  convenient  for  a  passenger  to  have  his  unused  ticket  redeemed 
at  the   office  of  a  railroad  upon  which  he   is   traveling  as  at  the  office  of  a 
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broker,  and  that  at  a  railroad  office  he  can  receive  the  full  pro  rata  value  of  the 
unused  part  of  his  ticket  without  losing  the  broker's  profit. 

These  are,  in  brief,  the  grounds  upon  which  ticket  brokerage  is  publicly 
defended,  and  which  are  urged  to  prevent  legislation  for  the  suppression  of  an 
acknowledged  abuse  of  large  and  growing  dimensions,  seriously  injurious  in 
its  character,  bad  in  its  influence,  and  owing  its  existence  to  the  vices  of 
human  nature. 

With  the  view  of  procuring  a  general  and  authentic  expression  from 
railway  officials  and  others  upon  the  subject  of  ticket  brokerage,  the  Commission, 
early  in  June  last,  issued  a  circular  calling  pointed  attention  to  the  practice, 
and  requesting  answers  to  the  following  questions: — 

First.— Whether  the  existence  of  this  business  is  not  a  serious  public  evil. 
Second.— Whether  the  profits  of  the  business  and  the  cost   of  transacting  it  do 
not  necessarily  either  come  from  the  revenues  of  the  railroad  companies,  or  tend 
to    increase  the  chaises  which  they  impose  upon  passenger  traffic,  with  a  view 
to  a  sufficient  revenue. 

Third.— What  are  the  chief   causes  which  aff'ord  a  field  for  the  business  and 
which  are  responsible  for  its  existence. 

Fourth.— If  in  your  opinion  the  business  should  be  brought  to  an  end  what 
remedy  or  remedies  should  you  suggest  for  that  purpose. 

This  circular  was  sent  to  the  railroad  commissioners  of  all  the  States  in  which 
such  officers  exist,  and  to  sixty-five  officials  of  leading  roads,  and  to  some  others 
connected  with  transportation,  many  so  addressed  being  men  of  national  repu- 
tation and  of  high  character  and  standing.  Replies  have  been  received  from  forty 
officials  of  railroads,  from  ten  State  commissions,  and  from  some  other  sources. 
The  circular  and  the  substance  of  the  replies  are  given  in  Appendix  H. 

The  answers  received  furnish  a  body  of  testimony  of  the  most  convincing 
character.  They  are  unanimous  and  emphatic  in  representing  ticket  scalping  as 
a  serious  public  evil.  They  declare  it  to  be  an  unmixed  evil  in  all  its  phases 
detrimental  alike  to  the  public  and  to  the  railroads,  and  they  agree  that  the 
evil  is  two-fold — in  its  effect  upon  the  morals  of  the  people  and  its  effects  upon 
the  business  interests  of  the  roads. 

Illustrations  are  given  of  fraudulent  practices  connected  with  the  scalper's 
occupation,  some  of  which  have  already  been  indicated.  There  is  scarcely  a  limit 
to  the  variety  and  boldness  of  the  operations  by  which  their  thrift  is  nourished. 
One  general  passenger  agent  writes  as  follows  :— 

They  (meaning  the  scalpers)  feed  on  the  weaknesses  of  railroad  human  nature 
and  the  dishonesty  of  all  classes  and  conditions  of  society,  who  have  anyrhing 
in  the  shape  of  railroad  transportation  to  dispose  of,  whether  secured  by  honest 
or  dishonest  means,  and  then  they  do  not  hesitate  to  change  dates  and  limits 
and  signatures  until  corruption  is  stamped  all  over  them. 

Another  agent  writes  :— 

The  crooked  work  in  connection  with  the  alteration  in  tickets  and  the  handlinj^ 
of  forged  tickets  is  liable  to  result  in  serious  injury  to  the  public.  I  feel  sure 
that  such  practices  would  not  prevail  weretheticket  brokerage  business  brought 
to  an  end  by  the  enactment  of  a  national  law. 

In    answer  to  the  second  inquiry  one  general  passenger  agent  writes  that— 

The  profit  of  scalping  and  the  cost  of  transacting  the  business  necessarily 
come  from  the  revenues  of  the  railroad  company,  and  this  fact  has  a  tendency 
to  increase  the  charges  necessary  to  yield  a  sufficient  revenue. 

Another  writes:— 
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The  profits  of  the  business  and  the  cost  of  transacting  it  do  come  from  the 
revenues  of  the  railroad  companies,  and  necessarily  increase  the  charges  which 
they  impose  upon  their  passenger  traffic. 

Still  another,  a  joint  agent  of  several  lines  of  road,  writes  :— 

The  maintaining  of  scalping  offices  does  greatly  impair  railroad  revenues  and 
tends  to  increase  local  rates. 

Another,  who  occupies  a  position  affording  the  beat  opportunity  for  obser- 
vation, writes  :— 

The  profits  of  the  business  and  the  cost  of  transacting  it  come  apparently 
from  the  revenues  of  the  transportation  companies,  but  really  from  the  traveling 
public  by  reason  of  the  increased  rates  that  the  transportation  companies  are 
compelled  to  charge  to  protect  their  revenues  against  the  scalper.  *  *  *  If  it 
were  not  for  such  losses  the  transportation  companies  could  well  afford  to  make 
lower  rates  to  the  traveling  public. 

Others  write  to  the  same  effect. 

As  an  example  of  the  bad  results  of  dealing  with  brokers  a  general  passenger 
agent  of  one  of  the  principal  railroad  systems  of  the  country  asserts  that  pas- 
sengers often  dispose  of  the  unused  portion  of  their  tickets  to  brokers  for  less 
money  than  they  would  receive  from  the  railroad  company  if  presented  to  the 
company  for  redemption. 

The  third  inquiry  in  the  circular,  relating  to  the  chief  causes  which  afford  a 
field  for  the  business,  and  which  are  responsible  for  its  existence,  was  fully 
answered  by  the  communications  received.  Both  the  public  and  the  railroads,  it 
is  said,  have  a  share  in  the  responsibility.  The  too  general  desire  on  the  part 
of  the  public  to  get  goods  or  service  at  less  than  established  prices,  and  the 
avidity  of  nearly  every  railroad  to  do  a  greater  amount  of  passenger  business 
than  any  competitor,  are  said  to  be  among  the  primary  causes.  Other  and  im- 
mediate causes,  however,  are  specifically  set  forth.  These  are  as  follows : — 

First.— The  business  is  largely  sustained  by  the  direct  encouragement  and  co  - 
operation  of  railroad  companies  themselves,  in  the  payment  of  commissions  to 
scalpers,  in  placing  with  them  blocks  of  tickets  in  times  of  rate  wars,  and  in 
frequently  turning  over  to  them  the  return  portions  of  round-trip  tickets.  The 
absence  of  good  faith  between  rival  companies  opens  a  door  for  the  employment 
of  the  broker.  At  the  outbreak  of  a  cut  in  rates  agreements  to  maintain  schedule 
rates  are  ignored,  the  services  of  the  broker  are  invoked,  and  he  is  supplied 
with  tickets  at  greatly  reduced  rates,  or  is  paid  heavy  commissions  which  may 
be,  and  are  expected  to  be,  divided  with  the  passenger. 

Second.— Excursion,  tourist,  and  mileage  tickets  are  all  factors,  and  important 
ones,  in  the  maintenance  of  the  scalping  business.  The  first  two  are  often  pur- 
chased by  a  class  of  travelers  who  do  not  contemplate  their  use  except  for  one 
way.  After  being  so  used  the  return  portion  of  the  ticket  is  sold  to  a  broker,  who 
in  turn  sells  to  some  traveler,  and  the  difference  in  rate  between  a  round-trip 
ticket  and  one  good  in  only  a  single  direction  is  divided  betw6en  the  broker 
and  the  passenger,  the  former  getting  the  larger  share.  The  mileage  ticket, 
which  many  roads  do  not  attempt  to  confine  to  the  original  purchaser,  is  also 
largely  utilized  by  brokers,  and  rented  out  by  piecemeal  to  travelers. 

Third.— Dishonest  employes  of  railroads  contribute  in  no  small  degree  to  keeping 
up  the  business  of  furnishing  the  scalpers  with  tickets  which  have  been  used 
but  not  canceled;  and  stolen  and  counterfeit  tickets  also  furnish  their  contri- 
bution to  the  stock  of  the  broker. 

Fourth.— Tickets  given  by  railroad  companies  for  advertising  in  newspapers, 
and  to  men  in  business,  such  as  hotel  keepers  and  others,  as  well  as  passes,  are 
made   merchandise  of  and  converted  into  money,  the  broker  being  the  medium 
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through  which  they  get  into  the  possession  of  persons  who  have  no  right  to 
their  use  and  who  often  find  it  necessary  to  make  misrepresentations  to  avoid 
the  consequences  of  detection. 

The  final  inquiry,  whether  the  business  should  be  brought  to  an  end,  and  the 
means  to  be  employed  for  th€  purpose,  receives  an  emphatic  answer.  The  leading 
railroad  officials  of  this  country  are  a  unit  in  the  recommendation  of  a  national 
law  for  the  suppression  of  the  business,  embodying  the  general  features  of  the 
Canadian  statute.  Several  of  the  State  legislatures  have  enacted  laws  of  a  similar 
character,  but  in  the  absence  of  a  national  statute  they  cannot  be  made  as 
effective  as  they  would  be  with  a  national  statute  on  the  subject. 

It  is  stated  by  a  Canadian  railroad  official  that  there  is  not  a  ticket  scalping 
office  in  Canada.  This  tends  to  show  the  effectiveness  of  a  general  law,  and 
renders  it  probable  that  like  results  might  follow  from  such  a  law  in  the  United 
States.  The  Canadian  statute,  in  substance,  forbids  the  sale  of  tickets  by  anyone 
except  a  railway  station  agent  or  the  regularly  appointed  agent  of  a  legitimate 
transportation  company,  and  fixes  full  responsibility  upon  the  company  whose 
ticket  he  sells  for  his  acts,  and  puts  it  in  the  power  of  any  person  to  make 
complaint  and  prosecute  for  violation  of  the  law.  The  law  also  provides  that 
all  unused  tickets  or  portions  of  tickets  shall  be  redeemed  by  the  issuing  company. 
This  takes  away  any  excuse  on  the  part  of  the  public  for  dealing  with  outsiders." 

As  a  means  of  further  illustrating  the  extent  of  "  scalping  " 
I  quote  the  following  from  the  Chicago  Evening  Journal 
of  Saturday,  March  26th.,  1892  :— 

"Five  men  en  route  recently  from  Chicago  to  New  York  on  one  of  the  trunk 
lines  were  sitting  in  the  smoking  room  of  their  sleeper,  when  the  conductor 
passed  through  taking  up  tickets.  The  first,  as  his  uniformed  highness  approach- 
ed, exhibited  a  pass.  The  conductor  punched  it,  smiled  blandly,  and  passed  on  to 
the  next.  After  the  conductor  had  disappeared  the  portly  member  of  the  party 
said  to  the  man  with  a  pass :  "  You  are  certainly  in  great  luck  to  be  able  to 
travel  so  cheaply.  I  had  to  put  up  S22  for  my  passage." 

"  Then  you  were  a  chump,"  quietly  observed  the  third  gentleman.  "  I  got  a 
ticket  for  $20." 

"So  are  you  a  chump,"  chimed  in  the  fourth, "  for  I  am  out  only  $19  for  this  piece 
of  paper,  and  it  gives  me  the  same  accommodations  you  and  your  fat  friend  have." 

The  fifth  man  had  been  keeping  very  quiet,  but  it  was  now  his  turn  to  speak. 
**  I  can  give  you  all  three  the  laugh,"  said  he.  "  I  secured  my  ticket  for  $18." 

Then  they  compared  notes  and  discovered  that  all  of  them  had  patronized  the 
same  agent,  who  sells  tickets  on  his  own  account  over  all  roads  centering  in 
Chicago,  and  seems  to  be  in  a  position  to  put  any  kindof  a  price  on  them,  below 
the  regular  tariff,  that  suits  him. 

This  is  an  illustration  of  the  way  rates  are  maintained  " 

All  methods  enumerated  before  however,  are  neither  as 
bad  nor  as  ridiculous  as  the  custom  of  paying  commission 
to  scalpers  for  business  introduced  by  them.  When  I  was 
in  CaUfomia  I  had  to  go  to  Chicago  and  back;  asking  the 
hotel  clerk  for  the  nearest  ticket  office  that  useful  person 
told  me  not  to  go  to  the  office  but  to  a  "  scalper "  and  to  ask 
him  for  a  "straight  ticket."  The  scalper  went  with  me  to  the 
office  and  introduced  me.  I  paid  the  usual  price  for  my  ticket, 
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but   the  scalper  later  on  paid  me  $12.50  back,  and  thus  I 
bought  the  self-same  ticket  which  the  company  would  hav^ 
charged  me  $75  for  if  I   had   gone  to  their  office  direct, 
for   one-sixth  less,  while  the  scalper  also  got  a  commission! 
From  the  preceding  paiges  it  is  evident  that  scalping  re- 
duces  earnings   to   a  very  material  extent.    The  Interstate 
report   estimates  the  profits  of  scalpers  at  $1,000,000 ;  but 
there  can  be  no  doubt  that  this  estimate  is  much  too  low ; 
the   profits   of  all  scalpers  in  the  Union  presumably  exceed 
$4,00)0,000   per  annum,  and  probably  passenger  earnings  of 
all  railways  are  reduced  by  scalping  to  the  extent  of  fully 
$8,000,000,   if  not   more;    with   total   gross  earnings  from 
passengers  on  the  entire  i^ailway  system  of  the  United  States 
amounting  to  $273,600,000,  this  represents  about  three  per 
cent ;  but  as  the  savings  effected  by  the  abolition  of  scalping 
practically   would   be  net  profits,   it   may  be  said  that  an 
amount  equal  to  eight  per  cent,  of  net  passenger  earnings 
is  now  wasted  on  account  of  ticket  brokerage.  At  least  an  equal 
amount  continues  to  be  thrown  away  by  the  liberal  distribution 
of  free  passes,   and  thus  the  railways  could  probably  make 
$16,000,000  a  year  more  out  of  passenger  traffic  if  they 
wanted  to.  But  the  trouble  is  that  they  do  not  want  to,  especially 
the   less   prominent  companies.  This  class  of  raih'oads,  as  a 
matter  of  fact,  is  responsible  for  the  entire  nuisance.  It  is  the 
bad,  not  the  good  lines,  which  encourage  the  brokers,  because 
it  is  only  by  the  aid  of  scalpers  that  passenger  traffic  is  not 
altogether   diverted  from  them  to  the  better  lines;  and  this 
being   so  the  latter  cannot  offer  a  very  strong  opposition  if 
they   wish   to  maintain  harmony.    As  to  free  passes,  these 
are  given  freely  by  the  weaker  Imes  to  secure  the  patronage 
of  shippers,  while  the  better  lines  do  not  issue  many,  and, 
for  the   sake   of  peace,  let  their  inferior  rivals  do  as  they 
please,    by   way   of  concession.    Good  lines  are  anxious  to 
abolish  both  scalping  and  free  passes ;  but  they  cannot  do  it 
as   long   as   the  bad   ones  adhere  to  these  practices.    The 
only  remedy  for  this  evil  is  an  Act  forbidding  outside  bro- 
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kerage.  One  was  drafted  only  a  few  years  ago,  but  it  could 
not  be  canied.  In  Canada  scalping  is  forbidden  by  law, 
and  now  is  unknown  there.  But  as  long  as  the  raih'oads 
themselves  favour  the  pernicious  practice  no  Act  will  be 
passed  in  the  United  States.  Yet  it  would  be  of  immense 
benefit  to  the  railways.  Another  provocation  to  cutting 
would  disappear  and  the  passenger  traffic  would  be  much 
more  profitable.  Interdiction  of  scalping  would  easily  raise  the 
revenue  of  some  of  the  more  important  systems  by  $300,000 
per  annum  net,  and  I  have  no  hesitation  in  saying  that  many 
a  line  could  save  an  amount  equal  to  a  full  dividend  on 
its  shares  if  it  would  abolish  the  agent  and  scalping  systems 
and  be  less  liberal  with  its  free  passes. 

The  possibility  of  considerable  savings  renders  the  question 
of  great  importance  to  investors ;  but  the  investor  cannot  do 
much  more  than  protest,  and  a  powerful  agitation  is  required 
to  stop  it.  The  American  public,  however,  does  not  appeal* 
to  see  that  scalping  is  not  to  its  advantage,  and  the  press, 
being  in  this  respect  a  partner  of  the  railroads  inasmuch 
as  every  newspaper  gets  "ads,"  for  which  it  is  paid  in 
"transportation"  which  it  has  to  dispose  of  through  the 
medium  of  scalpers,  certainly  will  not  agitate,  because  it  too 
has  an  interest  in  maintaining  scalpers,  and  thu^  "brokerage" 
will  prevail  until  the  railways  themselves  put  a  stop  to  it. 
That  this  will  soon  happen  seems  exceedingly  unlikely,  be- 
cause it  cannot  be  done  otherwise  than  by  concerted  action. 
One  isolated  road  lacks  the  power  to  do  anything  in  the 
matter,  and  hence  it  is  of  little  consequence  that  the  better 
class  of  companies  is  in  favoui*  of  the  speedy  abolition  of 
scalping. 

Before  concluding  this  chapter  I  must  call  attention  to 
another  matter.  Some  people,  among  them  Mr.  A.  B.  Stickney, 
Chairman  of  the  Chicago,  St.  Paul  and  Kansas  City  RR., 
and  author  of  The  Railroad  Problem  (St.  Paul)  wish  to  see 
the  expensive  offices  done  awcy  with.  In  the  very  first 
pages   of  this   work  I  called  attention  to  the  gorgeous  and 
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expensive  offices  maintained  in  Broadway,  New  York,  by- 
all  railway  companies.  These  offices  occupy  the  very  best 
and  most  expensive  comers,  and  what  holds  good  of  New 
York  also  appUes  to  other  cities.  In  Boston  we  can  see  them 
along  State  and  Washington- street;  in  Philadelphia  they 
occupy  the  best  corners  of  Chestnut  and  Tenth-street;  in 
Chicago  they  can  be  found  near  the  Post  Office,  where  rents 
are  highest,  most  of  them  being  situated  along  Clark-street; 
and  so  it  is  everywhere.  They  are  fitted  up  splendidly,  and 
must  cost  vast  sums.  Large  amounts  are  also  spent  in  "  fol- 
ders,'' illustrated  books  of  the  most  gorgeous  description,  and 
numerous  other  advertising  devices.  Perhaps  some  of  these 
expensive  advertisements  are  superfluous,  as  for  instance,  a 
costly  and  almost  useless  Christmas  Annual  for  children  issued 
by  the  Rock  Island.  But  in  the  main  it  seems  injudicious 
to  disapprove  of  advertising ;  it  pays  if  properly  conducted,  and 
cannot  be  discontinued  if  once  started.  Therefore  the  crusade 
against  advertising  does  not  deserve  much  attention. 

From  the  foregoing  it  is  evident  that  the  methods  accord- 
ing to  which  American  railways  do  business  are  open  to 
grave  objections,  and  infested  with  objectionable  and  even 
criminal  practices.  It  is  evident,  too,  that  these  methods  can 
be  abolished ;  an  adoption  of  Eui^opean  customs  would  effect- 
ually put  a  stop  to  all  of  them.  It  would  improve  earnings 
and  credit  of  every  single  company,  and  materially  assist  in 
placing  many  a  corporation  on  a  sounder  basis. 


CHAPTER  Vn. 

SOME     TECHNICALITIES. 

It  may  be  useful  to  include  in  the  present  work  a  brief 
description  of  the  most  prominent  technical  characteristics 
of  American  railways,  and  a  few  cursory  remarks  concern- 
ing the  transportation  of  freight  and  passengers  in  the  United 
States.  Perhaps  the  reader  takes  no  very  keen  interest  in 
the  average  length  of  lead,  ^  in  the  weight  of  rails,!  or  in  the 
capacity  of  cars ;  but  since  such  matters  explain  many  others 
in  which  the  investor  is  more  directly  concerned,  the  author 
feels  that  he  may  not  pass  them  over  in  silence. 

The  first  peculiarity  which  attracts  our  attention  is  the 
use  of  words  and  terms  different  to  those  used  at  home. 
In  America  we  do  not  book,  but  "  buy  a  ticket' ' ;  people  dep  art 
from  and  arrive  at  a  "depot"  (except  ''tramps,", who  in 
America  desire  free  rides  on  railways  and  whom  the  con- 
ductor frequently  puts  off  somewhere  in  the  wilderness;) 
You  "check"  your  "baggage,"  and  it  is  deposited  in  the 
"baggage  car."  The  "locomotive"  pulls  the  train  along  the 
"road,"  and  you  must  speak  of  "freight"  and  not  of  goods 
trains,  while  it  is  advisable  to  substitute  "haul"  for  lead 
and  ''conductor"  for  guard.  There  are  several  other  terms 
differing  from  ours,  and  judging  from  "railroad"  parlance 
the  time  is  not  far  off  when  people  will  ask  you  whether 
you  "speak  the  United  States  language." 

The   next  quaint  circumstance  which  strikes  the  stranger 

1  As  the  word  "lead,"  however  well  known  inrailway  circles,  is  not  mentioned 
in  several  "popular"  dictionaries,  it  may  be  useful  to  mention  that  it  means  the 
distance  over  which  goods  are  carried. 
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is  the  peculiar  way  of  buying  tickets.  There  is  but  one 
class  in  democratic  America,  yet  it  would  be  erroneous  to 
suppose  that  there  is  but  one  kind  of  ticket ;  there  are  more 
varieties  than  in  any  other  country,  more  even  than  in 
Germany  with  its  four  classes ;  and  we  can  not  only  buy 
a  ticket  at  the  offices,  agencies,  or  stations  of  the  various 
companies,  but  they  may  generally  be  had  at  reduced  prices 
at  the  offices  of  "scalpers,"  either  "straight"  or  otherwise. 
To  Europeans  it  no  doubt  sounds  strange  that  any  one  other 
than  an  appointed  agent  of  a  railway  company  should  sell 
tickets ;  in  America  it  is  of  every-day  occurrence,  and  except 
in  Pennsylvania  the  practice  is  lawful  in  every  State  of 
the  Union,  and  as  we  have  seen  in  a  preceding  chapter, 
it  prevails  at  all  important  points. 

After  having  purchased  a  ticket^  and  entered  a  train, 
we  observe  that  the  carriages  differ  materially  from  those 
used  in  Europe.  Instead  of  into  compartments  the  train  is 
divided  only  into  cars,  and  these  usually  communicate  with 
each  other  over  the  buffers,  while  in  many  cases  a  train  is 
''vestibuled,"  and  practically  forms  one  compartment.  Egress 
and  ingress  are  made  at  the  ends  of  each  car,  and  in  local 
trains  the  first  car  is  usually  a  "smoker,"  while  no  such 
things  as  ladies'  compartments  exist.  Passengers  can  walk 
throughout  the  train,  there  being  a  central  aisle  in  each  car 
on  either  side  of  which  there  is  a  row  of  seats  for  two 
persons.  Carriages  are  considerably  higher  than  in  Europe 
and  have  larger  windows;  they  contain  as  a  rule  from  24 
to  30  seats  each  of  which  accommodates  two  persons,  but 
in  the  West,  where  competition  is  strongest,  "  reclining  chair 
cars"  are  generally  introduced,  these  carriages  being  provided 
with  a  separate  chair  for  each  passenger  which  can  be  placed 
in  a  semi-horizontal  position  in  order  to  increase  com- 
fort. Nearly  all  cars  contain  a  lavatory,  a  filter,  and  during 
the  winter   a   stove.    The  latter  is  often  the  cause  of  the 

1  Tickets  are  often  twenty  inches  long  and  usually  three  inche  broad.  As  a  rule 
they  are  printed  on  safety-paper,  to  prevent  forgeries. 
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serious  character  of  railway  disasters  in  the  United  States; 
they  set  fire  to  the  wrecks,  which  again  are  of  a  graver 
nature  than  in  England  because  the  pecuUar  construction 
of  the  cars  renders  them  liable  to  "  telescoping."  Steam 
heating  is,  however,  rapidly  coming  mto  general  use,  while 
gas  and  electric  light  gradually  replaces  oil  lamps. 

To  prevent  telescoping,  fast  trains  are  "vestibuled,"  and 
it  is  especially  in  these  "expresses"  that  we  can  enjoy 
that  unique  comfort  for  which  railway  travel  in  the  United 
States  is  noted,  and  which  is  a  necessity  in  a  country  with 
a  population  accustomed  to  long  journeys  and  devoted  to 
luxury  and  comfort.  These  trams  by  far  surpass  everything 
of  the  kind  in  Europe.  Running  between  all  principal  cities 
in  the  United  States,  Canada,  and  Mexico  they  have  ren- 
dered railway  travel  pleasant  instead  of  monotonous,  and 
recreative  instead  of  tiresome ;  in  every  respect  equal  to  the 
best  appointed  hotels,  they  surround  us  with  the  most  ap- 
preciated comforts  of  life ;  and  to  these  is  often  added  the 
fascination   of  a  rapid  change  of  surroundings  and  scenery. 

The  finest  trains  in  the  United  States  run  on  the  Trunk 
Lmes  between  the  West  and  the  Seaboard,  the  Chicago 
Limited  Express  of  the  Pennsylvania  and  the  Limited  Trains 
of  the  Vanderbilt  Lines  being  the  best  appointed  expresses 
in  the  country.  They  have  easy  chairs  instead  of  fixed  seats, 
contain  an  excellent  library  with  periodicals  and  newspapers, 
a  bar,  smoking,  toilet,  and  even  bathrooms,  and  a  barber's  shop ; 
and  a  spacious  dining  car  where  excellent  meals  are  served 
at  the  low  price  of  one  dollar.  ^  One  can  smoke  and  read, 
write  letters  and  telegrams,  walk  and  talk  at  pleasure,  and 
thus  the  journey  between  Chicago  and  New  York,  lasting 
24  hours,  passes  by  as  pleasantly  as  a  day  spent  in  the  country. 

Not  all  companies,  however,  run  such  splendid  trains, 
and   notably  not  such  fast  ones;  but  on  all  main  lines  the 

1  West  of  Chicago  and   St.  Louis  the  price  of  meals  is  only  $0.75.   Railways 
ose  over  their  dining  car  service,  but  excellent  meals  are  provided  because  they 
advertise   the  line.  The  tables  are  usually  adorned  with  flowers  and  the  menus 
printed. 
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service  is  excellent,  especially  betw6en  the  principal  cities 
of  the  West.  The  result  is  that  travelling  is  more  readily 
indulged  in  than  at  home,  and  thus  the  companies  are  com- 
pensated for  the  great  expenses  connected  with  an  excellent 
service.  Yet  I  do  not  think  it  can  be  said  that  the  com- 
pensation is  full,  nor  can  it  be  alleged  that  the  railways 
keep  up  such  an  excellent  service jpro  6onojpi^6Zico;  when  per- 
fecting trains  and  accelerating  speed,  the  companies  are  usually 
prompted  by  competition,  and  the  result  is  that,  whereas 
accommodation  and  meals  constantly  improve  while  their 
price  has  a  tendency  to  decline,  many  companies  complain 
of  the  increasing  cost  of  service  "  owing  to  the  fastidiousness 
of  the  pubUc" ;  but  the  true  reason  lies  in  their  own  efforts 
to  excel  all  competitors. 

But  few  railways  have  their  own  passenger  cars  of  the 
better  type,  and  most  of  them  use  those  supplied  by  the 
Pullman  Palace  Car  Company,  a  corporation  with  a  capital 
of  $30,000,000  which  pays  a  regular  dividend  of  eight  per 
cent,  per  annum,  and  owns  the  entire  city  of  Pullman,  a 
prosperous  suburb  of  Chicago,  where  the  great  works  are 
situated.  This  company  charges  passengers  at  the  rate  of 
about  four  dollars  a  day  for  the  use  of  its  cars  and  receives 
a  fixed  sum  from  the  railway  companies  for  each  mile  run. 
It  has  been  frequently  said  that  railways  ought  to  have  their 
own  sleeping  and  dining  cars,  because  this  would  result  not 
only  in  savings  but  also  in  increased  earnings;  and  there 
seems  to  be  a  growing  tendency  to  effect  a  change  in  this 
direction,  the  Chicago,  Milwaukee  and  St.  Paul  having  had  its 
own  "  Pullman ''  service  since  1890^  while  the  Vanderbilt  lines 
for  a  considerable  number  of  years  have  used  cars  of  the 
Wagner  Palace  Car  Company  of  Buffalo,  which  is  controlled 
by  the  Vanderbilts.  No  doubt  Pullman  cars  would  be  more 
generally  owned  if  it  were  easy  to  change  the  old  method, 
but  there  are  vanous  obstacles.  In  the  first  place  a  set  of 
cars  is  expensive,  and  would  require  a  large  outlay;  in  the 
second  place  Pullman's  Company  is  convenient  because  it  can 
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adjust  the  num]ber  of  cars  in  use  on  the  lines  of  a  given  railway 
according  to  requii'ements.  In  busy  times  and  on  special  occa- 
sions it  is  ready  to  supply  any  number  at  short  notice,  and  in 
dull  times  it  can  take  off  cars,  so  that  no  company  need  keep 
unemployed  rolling  stock  and  all  can  cope  with  extra  require- 
ments. Yet  on  the  whole  it  seems  as  if  the  leading  companies  will 
gradually  acquire  their  own  "sleepers,"  "parlour  cars,''  etc. 

The  speed  of  trains  in  America  averages  lower  than  in  Eng- 
land, but  in  this  respect  also  a  rapid  improvement  is  percep- 
tible. On  the  whole  the  American  train  goes  slowly,  especially 
in  the  West,  where  a  speed  of  35  miles  per  hour  is  rarely  attained 
even  by  expresses ;  but  nevertheless  the  fastest  trains  in  the 
world  are  run  in  the  United  States.  The  13  quickest  trains 
running  daily  in  England  have  an  average  speed  of  50*8  miles  an 
hour,  ranging  from  43*75  miles  on  the  South  Eastern  Railway,  to 
55*5  miles  on  the  Manchester,  Sheffield,  &  Lincolnshire  Railway 

In  the  same  year  the  speed  of  10  trains  running  in  the 
United  States  between  various  po  ints  ranged  from  an  average 
of  51*7  miles  per  hour  on  the  Philadelphia,  Harrisburg  & 
Pittsburg  RR  to  90  miles  on  the  Philadelphia  &  Read- 
ing, these  being  not  regular  trains  but  "full  weight  specials.''^ 

^  It  may  be  interesting  to  compare  the  speed  of  the  fastest  trains  in  both 
countries.  Barker's  Facts  and  Figures  for  1892  gives  the  following  statement 
relating  to  English  trains  (p.  296). 


Company. 

Train. 

1 

From. 

To. 

Time. 

1 

'  Distance. 

Speed. 

H.  M. 

Miles. 

Miles 
perhour 

Midland 

lO.SOSt.  Pancraa.. . 

Leicester... 
Doncaster  . 

1    55 
0    25 

99^ 
21 

51-78 
50-4 

Great  Eastern 

430 

Gainsboro' .  • . 

London  &  N.  Western. 

10.0 

Rugby..     Crewe.     ... 

■  •  •  • 

Ib^i 

53- 125 

Cheshire  Lines. 

• 

Manchester.  . 

Warrington 

0    18 

16 

53  33 

Great  Western 

1.18 

Swindon 

Paddington. 

1    27 

ll\i 

53  25 

London  &  Brighton.. 

50 

London  Edge. 

Brighton .   . 

1      5 

dOH 

46  75 

Man.  Shef.  &  Line . . 

4.15 

Grantham  — 

Retford 

0    36 

33^ 

55-5 

South  Eastern 

3. 15  Charing  Cross 

Dover 

1    45 

76^ 

43-75 

Glas.  &  South  Western 

...    Glasgow   ..   . 

Androssan...  0    28 

24  Ve 

51-78 

Chatham  &  Dover. . . . 

3  25 

Heme  Hill  .. 

Dover 1    45 

78 

44-57 

Lon.  &  South  Western 

2.55 

Southampon. 

Vauxhall  ..'  1    32 

77^ 

50-75 

Great  Northern 

9.45 

Grantham 

Doncaster.     0    56 

50^ 

54-33 

North  Eastern 

2  0 

York     ... 

Berwick.     .    2    aS 

147>^ 

51  15 

CHAl'.     Til. 
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As  regards  regular  trains  on  long  journeys,  the  distance 
between  Edinburgh  and  London,  400*^  miles,  is  covered 
in  8  hours  and  30  minutes,  an  average  of  51*6  miles  per 
hour.  In  America,  however,  a  faster  service  over  long  dis- 
tances has  been  inaugurated.  Some  expresses  between  New 
York,  Philadelphia,  and  Washington  run  at  an  average  rate 
of  58  miles  an  hour,  and  on  that  excellent  railway,  the 
New  York  Central  (the  only  four  track  railway  in  the 
world)  the  "Empire  State  Express"  now  runs  daily  from 
New  York  to  Buffalo,  a  distance  of  436^^  miles  at  an 
average  speed  of  52^/3  miles  an  hour,  a  rate  unexcelled 
by  any  other  long-distance  run  on  any  other  railway  in  the 
world.     Yet   this   is   not   the   best   American  record.    On 


The    Tribune   Almanac    (New- York)   for  1892  (p.  178)  gives 
the  subjoined  table: — 


Date. 


Road. 


liun. 


Dis- 
tance. 


Time  in    Average 
'    mins         miles 
and  sees,  an  hour. 


;   1891.  I 

,  Aug.  271  Phil.  &  Beading.. 


Sept.  14  N.  Y.  C.  &  H.  R... 


Oct.    —  Chic.   &  Northw'n 


Oct.    —Phil.,  H.  &  Pitts. 


Oct.     4  Bait.  &  Ohio 


Oct.   25  Kan.  C.  &  C  B  . 

Oct.    26  N.  Y.,  L.  E.  &  W 

Oct.   27  N.    Y.  n.  &  H.  R, 

I 

j  Nov.     1, Michigan  Central. . 


Nov-   28  Pennsylvania 


jJenkintown  to  Langhome 

iNear  Langhorne ! 

New- York  to  East  Buffalo. 

New-York  to  Albany 

Albany  to  Syracuse. 

Syracuse  to  East  Buffalo.. i 
.  Council  Bluffs  to  Chicago  . , 

La  Fox  to  Geneva 

'Gettysburg  to  Harrisburg.' 
Rossmore  to  Harrisburg... 
Baltimore  to  Philadelphia. 

,  Canton  to  Newark 

Newark  to  Philadelphia.. 
St.  Joseph  to  Pacific  Junct 

Forbes  to  Nodaway 

Buffalo  to  Jersey  City 

New-York  to  Buffalo 

Looneyville  to  Grimesville 

Chicago  to  Detroit 

Nil  OS  to  Kalamazoo 

Jersey  City  to  Washington 


miles 

12 
1 
436-5 
143 
148 
150 
484 
510 

51 
5 

92 

54 

37 
111 
6 
422 
440 
1 
246 

48 


I 


ni.    s. 

8  h  1 
39^/5 
440 
140 
146 
148 
495 

4 

5 

92 

56 

36 

118 

4  15 
551 
*501 

0  52 
359 
53 


228  5     25  1 


5 
1 

4 

•2 


95 

•7 
•7 


82 

90 

55" 

61 

61 

61 

50 

76 

51- 

64 

60 

58 

62 

63-8 

88-2 

46 

52-8 

71 

48 

54 

54-62 


*  Exclusive  of  stops. 

It  will  be  observed  that  the  American  records   were   not  made  by  regular 
trains ;  some  details  concerning  these  are  given  above. 
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September  14,  1891,  a  New  York  Central  train  weighing  230 
short  tons  (460,000lbs.)  was  made  up  m  New  York,  and 
performed  the  journey  to  Buffalo,  436^^  miles  in  439^^  minutes 
including  stops,  or  425  minutes  44  seconds  actual  running 
time.  The  London  Time^of  September  16th  says:  "The New 
York  Central  has  beaten  all  records  for  fast  time  on  long 
runs  of  passenger  trains  on  both  sides  of  the  Atlantic," 
and  as  a  marvellous  performance  without  parallel  the  feat 
has  been  generally  recognised.  But  as  English  engineers 
rarely  concede  to  American  railways  any  superiority,  it  may 
be  useful  to  quote  the  following,  which  the  Railway  Press 
of  London   printed  in  June,  1891,  on  another  occasion: — 

"  Were  it  an  account  of-  a  run  from  London  to  Aberdeen, 
its  teaching  would  be  accepted  without  question;  because  it 
refers  to  an  American  Railway,  as  good  or  better  than  any 
in  this  countiy,  we  presume  our  giving  publicity  to  it  will 
excite  the  wrath  of  those  who  are  ever  exclaiming  "Can 
any  good  thing  in  the  way  of  speed  come  out  of  America?'' 
This   distrust  of  American  records  is,  in  our  opinion,  very 

fooUsh  and  quite  unwarranted All  the  raving  in  the 

world  will  not  disguise  the  fact  that  while  we  are  standing 
still,  America  is  advancing  with  giant  steps,  and  if  she 
continues  to  gain  on  us  at  the  present  rate  will  soon  be  ahead." 

Yet  this  is  by  no  means  the  fastest  speed  attained  in  the 
United  States.  A  special  train  on  the  Philadelphia  and 
Reading  RR.  has  covered  one  mile  in  39V5  seconds,  at 
least  if  reliance  may  be  placed  on  the  following  extract 
from  the  Chicago  Mail  of  September  19th,  1891: — 

"  A  mile  in  39^/5  seconds,  or  at  the  rate  of  over  ninety 
miles  per  hour,  is  the  fastest  run  ever  made  by  a  railroad 
train,  says  the  Fhiladelphia  Record,  This  unparalleled  feat 
was  accomplished  yesterday  on  the  Bound  Brook  railroad, 
between  Neshanduy  Falls  and  Langhorne,  by  engine  No.  206 
drawing  two  ordinary  coaches  and  President  McLeod's  pri- 
vate car  "Reading,"  which  is  equal  to  two  coaches  in  weight. 
Other  miles  were  reeled  off  with  speed  as  astonishing  as  this 
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crack  mile,  and  at  the  end  of  the  "fly"  the  world's  record 
was  broken.  From  this  day  all  records  must  date  from  the 
memorable  Bound  Brook  flight.  The  fastest  mile  was  scored 
in  39V5  seconds;  the  fastest  five  miles  in  3  minutes  26^/5 
seconds;  the  fastest  ten  miles  in  7  minutes  and  12  seconds, 
averaging  43  seconds  per  mile." 

This  run  was  made  over  the  finest  piece  of  track  in  the 
country,  smooth  and  level,  provided  with  90lb.  steel  rails 
and  stone  ballast.  It  belongs  to  the  Philadelphia  and  Reading 
Company,  whose  trains  between  Philadelphia  and  New  York 
have  made  various  records  which  have  no  parallel  at  all  in 
England. 

In  spite  of  these  unsurpassed  feats  the  average  American 
train  runs  slower  than  the  English.  Oneof  the  fastest  Western 
trains,  the  "Number  One"  Express  on  the  Burlington  Route, 
running  from  Chicago  to  Denver,  requires  30  hours  to  perform 
the  journey  of  1,030  miles,  and  its  average  speed  therefore  does 
not  exceed  35  miles  an  hour.  But  the  majority  of  trains  are  much 
slower,  expresses  rarely  covering  more  than  30  miles  an  houi^ 
West  of  the  Mississippi,  while  East  of  that  river  their  speed 
seldom  exceeds  35  milles.  On  many  lines  there  are  but 
one  or  two  trains  a  day,  and  in  the  West  time  schedules 
are  never  adhered  to,  trains  being  frequently  a  few  hours 
late.  I  once  went  over  a  branch  line  of  a  leading  Western 
system  with  one  of  its  superintendents,  and  as  we  should 
arrive  at  the  junction  two  hours  after  the  only  daily  train 
West  had  left,  my  courteous  companion  telegraphed  to  the 
station  master  at  the  junction  to  stop  the  train  until  we 
arrived;  when  we  came  the  train  was  —  not  there  yet, 
nor  did  it  come  within  the  next  five  hours.  On  several 
occasions  I  experienced  long  delays  when  travelling  in  the 
Far  West  on  account  of  slight  mishaps,  and  in  such  cases 
the  good  humoui'ed  passengers  would  leave  the  train  and 
improvisate  base  ball  clubs  or  "pull  their  guns"  and  go 
shooting  jack-rabbits.  In  some  cases  there  are  even  delays 
of   days.    I   once   spent   three  happy  days  in  an  Atchison 
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train  at  Raton,  lSr.M.,  on  account  of  snowfall,  and  not 
less  than  seven  daily  transcontinental  trains  congregated  in 
that  interesting  city  before  the  hne  was  cleared. 

On  the  whole  passenger  traffic  is  neither  as  important 
nor  as  profitable  to  railways  in  the  United  States  as  in 
England.  In  the  first  place  the  average  rate  per  passenger 
is  lower  in  the  United  States  than  in  England;  (^)  in  the 
second  place  there,  are  less  passengers  per  train-mile,  al- 
though the  average  distance  covered  by  each  is  greater.  (-) 
Whereas  in  England  about  7,000,000,000  (^)  passenger  miles 
were  covered  in  1890,  the  mileage  in  the  United  States  was 
12,521,000,000,  or  less  than  twice  as  much  with  more  than 
five  times  the  extent  of  mileage;  in  other  words  for  every 
mile  of  single  track  in  the  United  Kingdom  about  240,000 
passengers  are  carried  one  mile  while  in  the  Republic  the 
number  amounts  to  but  73,560.  If  we  consider  the  rates 
prevailing  in  both  countries  we  find  that  in  England  about 
$5,600.00  per  mile  of  railway  is  earned  from  passenger 
traffic  against  but  $1,575.00  in  the  States,  a  fact  not  only 
connected  with  the  greater  density  of  population  and  the 
large  amount  of  suburban  travel,  but  also  with  the  better 
rates  prevailing  in  England.  These  figures  I  do  not  claim 
to  be  absolutely  exact,  but  they  are  fairly  accurate  and 
strikingly  show  the  difference  between  passenger  traffic  as 
a  source  of  revenue  in  the  United  States  and  in  England. 
There  can  be  no  doubt  that  whereas  this  branch  of  the 
business   pays   well  here  it  does  not  in  the  United  States, 


1  The  average  rate  per  passenger  per  mile  in  England  is  estimated  by  compe- 
tent authorities  at  IVfid.  or  S0.0233.  In  the  United  States  it  is  $0.0218.  (See 
Dorsey,  Amcr.  and  Enylish  RR.,  tab.  24,  and  Poorh  Manual^  1891,  p.  viii.) 

2  In  1893  this  average  distance  in  the  United  States  was,  according  to  Mr.  Poor, 
2406  miles;  Mr.  Dorsey  states  that  in  England,  it  was  7*2  miles  in  1838,  and 
9^lce  then  it  has  probably  decreased  a  little. 

8  l\l886,  Mr.  Dorsey  states,  the  total  mileage  covered  by  683,000,000 passengers 
was  5,969,000,000  miles.  For  the  775,000,000  passengers  of  1890  this  would  give  a 
total  of  approximately  7,000  millions,  after  making  allowance  for  the  small 
decrease  in  mileage  per  passenger  witnessed  from  year  to  year. 
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and  in  all  probability  it  will  not  do  so  until  the  density  of 
the  population  has  considerably  increased,  although  the  abo- 
lition of  free  passes  and  of  "  scalping "  may  improve  matters 
to  an  appreciable  extent. 

To  state  exactly  in  what  degree  passenger  traffic  in  Eng- 
land is  profitable  would  be  impossible,  but  from  inquiries 
among  competent  authorities  I  am  inclined  to  believe  that 
in  tMs  country  at  least  40  per  cent*  of  gross  passenger 
earnings  is  net  revenue.  In  the  United  States  profits  are  con- 
siderable below  that  percentage.  The  New  York  Central  and 
the  Pennsylvania,  the  two  passenger  routes  par  excellence, 
have  average  rates  of  1.90c.  and  2.07c.  per  passenger  mile 
respectively,  and  net  earnings  of  0.43c.  and  0.57c.;  but  as 
the  Pennsylvania  must  be  regarded  as  the  more  representa- 
tive line  it  will  be  safest  to  consider  the  figures  relating 
to  the  latter  as  an  indication  of  the  proportion  of  profits 
to  receipts,  in  which  case  they  would  amount  to  22  per 
cent.  For  the  whole  of  the  United  States  we  have  no  reli- 
able data,  but  as  the  New  York  Central  is  acknowledged 
to  carry  on  its  passenger  business  under  exceptionally 
favourable  conditions  while  at  the  same  time  passenger 
business  is  generally  conceded  to  yield  small  profits  on  other 
lines,  the  estimate  that  20  per  cent,  of  passenger  earnings 
in  the  United  States  is  profit  is  certainly  too  high.  But 
even  if  we  accept  this  figure  as  correct  we  arrive  at  the 
conclusion  that,  whereas  a  mile  of  English  railway  results 
in  about  $2,240  profit  per  annum  from  passenger  traffic, 
a  mile  in  America  yields  but  $315.  This  shows  the  difference 
between  the  importance  of  this  class  of  business  in  the 
two  countries. 


But  passenger  traffic  in  America  is  by  no  means  as  im- 
portant a  part  of  railway  business  as  in  England.  In  the 
latter  country  the  proportion  of  earnings  from  freight  to 
those    from    passengers    is    as    nearly    as    possible    5:  4 

8* 
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in  the  United  States  it  is  about  10:  4,  ^  hence  receipts 
from  freights  are  in  proportion  twice  as  important  as  in 
England.  Those  who  are  at  all  acquainted  with  American 
railways  will  require  no  figures  to  be  convinced  of  the 
correctness  of  this  statement.  There  are  in  the  United  States 
many  important  railways  which  earn  four  times  as  much 
from  the  transportation  of  freights  as  from  passengers,  the 
N.  Y.,  Lake  Erie  and  Western  being  an  instance;  this 
railway  earned  in  1890/91  $5,569,000  from  passengers 
against  $22,373,000  from  freight.  Numerous  railways,  espe- 
cially in  the  West  and  South,  are  in  a  position  akin  to  that 
of  the  Erie,  and  it  is  by  no  means  venturesome  to  say  that 
freight  business  is  the  pivot  around  which  railroad  busi- 
ness in  the  United  States  tui-ns.  If  additional  evidence  were 
needed  it  could  be  found  in  the  fact  that  in  1890  all  rail- 
ways had  22,258  passenger  carriages  against  1,061,000 
freight  cars. 

The  reasons  for  the  preponderance  of  freight  over  pas- 
senger business  have  already  been  hinted  at  in  the  first 
chapter.  There  is  an  enormous  production  of  raw  material, 
and  most  of  it  has  to  be  carried  over  treipendous  distances; 
as  a  rule  hundreds  of  miles  separate  the  region  of  produc- 
tion from  the  place  of  consumption,  and  railways  are  almost 
the  only  means  of  transportation;  and  as  a  result  a  trafiic 
develops  itself  which  may  be  truly  said  to  surpass  that  of 
any  European  country.  The  South  produced  last  year 
2,892,000,000]bs.  of  cotton,  huge  shipments  of  the  fibre  being 
transported  by  rail  to  the  ports  for  exportation,  while  for- 
midable quantities  were  sent  to  New  England  to  be  spun,  woven 
and   dyed,   to   leave  the  region  of  the  true  Yankee  for  all 

1  In  1890  the  Railways  of  the  United  Kingdom  and  of  the  United  States  earned 
respectively  :— 

U.  K.  U.  S. 

From  passengers t34,328.000  $273,664,000 

From  freight 43,220,000  740,375,000 

Miscellaneous 3,400,000  72,000,000 

Totals ii79,948,000  $1,086,039,000 
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other  parts  of  the  Union  in  the  shape  of  "cotton  piece 
goods."  In  1891,  1,990,000,000  bushels  of  corn,  585,000,000 
bushels  of  wheat  and  millions  of  bushels  of  other  cereals, 
in  all  3,395,000,000  bushels,  representing  a  value  of 
$1,500,000,000^  were  produced,  and  an  overwhelming  propor- 
tion of  this  vast  quantity,  representing  at  the  very  least 
five  milUon  car  loads  of  grain— and  American  car  loads  of 
at  least  40,000lbs.  each — has  to  be  transported  either  to  the 
seaboard  or  to  other  parts  of  the  countiy.  Coal  from  Penn- 
sylvania, Virginia,  Alabama  and  Illinois  has  to  be  carried 
hundreds  of  miles ;  textiles  and  macliinery  are  sent  from  the 
Eastern  States  to  all  Western  points,  and  in  return  the  West 
sends  its  cattle  and  its  corn.  Fruit  from  Florida  and  Cali- 
fornia goes  North  and  East  to  meet  the  timber  brought  from 
the  woods  of  Wisconsin  and  Minnesota,  and  the  ores  from 
Colorado  and  Montana.  And  apart  from  corn  and  cattle, 
timber  and  textiles,  coal  and  cotton,  fruit  and  flowers  there 
is  a  constant  exchange  of  all  kinds  of  other  produce  of  mine 
and  mill,  forest  and  farm,  between  producers  and  consumers 
separated  by  distances  wliich  may  be  expressed  in  miles, 
but  which  we  cannot  comprehend  until  we  have  travelled 
throughout  the  length  and  breadth  of  "the  countiy  of  mag- 
nificent distances.'' 

We  have  spoken  elsewhere  of  the  decline  in  freight  rates, 
and  said  that  in  a  measure  it  was  compensated  for  by  a 
growth  of  business.  To  show  how  far  this  has  been  the  case 
we  will  quote  the  following  facts  and  figui^es:  In  1882  the 
average  rate  was  1.23  cents,  in  1891  0.93  cents,  a  dechne 
of  24  per  cent;  in  the  meantime  the  tonnage  moved  one 
mile  rose  from  3,764  to  4,440  per  mile  of  track,  an  increase 
of  but  17^^  per  cent;  and  it  is  therefore  natural  that  the 
receipts  from  freight  per  mile  of  railway  declined  from 
$5,074  in  1882  to  $4,687  in  1890,  a  falling  off  of  Ik  per  centj 

^Cincinnati  Price  Current. 

2  According  to  Poor's  Manual  482,9  million  miles  were  nin  by  freight  trains  in 
1890  on  157,967  miles  of  railway,  they  carried  701,3  million  tons  of  freight,  or 
79.192  million  tons  one  mile.  Average  number  of  tons  moved  per  mile  of  railway 
4,440.  Average  number  of  tons  in  one  train  per  mile  163.99  average  haul  112.91  miles. 
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To  offset  this  serious  decline  of  earnings  in  spite  of 
growing  business  has  been  the  problem  railroad  men 
in  America  found  themselves  confronted  with,  and  it  must 
be  conceded  that  they  have  coped  with  it  in  a  remark- 
ably successful  manner.  While  rates  fell  the  capacity  ot 
trains  was  increased  and  thus  the  cost  of  moving  a  ton 
was  cut  down  to  an  amazing  extent.  I  regret  there  are 
no  data  relating  to  this  matter  for  the  entire  system,  but 
the  following  figures  taken  from  the  annual  report  of  the 
New  York  Central  show  the  extent  to  which  the  cost  of 
transportation  has  been  reduced: — 

New  Yoek  Central  &  Hudson  River  RR. 


Ear- 
nings per 
Ton  Mile 

on 
Freight. 

Expenses 
per  Ton 
Mile  on 
Freight. 

Profitper 

Ton 
Mile  on 
Freight. 

Ear- 
nings per 

Train 
Mile  on 
Freight. 

Expenses 

perTrain 

Mile  on 

Freight. 

Profitper 

Train 

Mile  ou 

Freight. 

Average 

Number 

Tons   of 

Freight  per 

Train  Mile. 

Million   Tons 

Freight 
Earning   Re- 
venue Carriea 
One  Mile. 

cts. 

cts. 

cts. 

$ 

$ 

$ 

1870 

1.88 

1.15 

0.73 

1.95 

1.19 

076 

103 

769 

1871 

1.62 

l.Ol 

0.61 

2.07 

1.28 

0.79 

127 

888 

1872 

1.59 

1.12 

0.47 

2.05 

1.45 

0.60 

129 

1,020 

1873 

1.57 

1.02 

0.55 

2.02 

1.32 

0.70 

129 

1,246 

1874 

1.46 

0.98 

0.48 

2.03 

1.37 

0.66 

139 

1,391 

1875 

1.27 

0.90 

0.37 

2.11 

1.49 

0.62 

166 

1,404 

1876 

1.05 

0.71 

0.34 

1.89 

1.28 

0.61 

180 

1,674 

1877 

1.01 

0.69 

0.32 

1.68 

l.]5 

0.53 

166 

1,619 

1878 

0.93 

0.59 

0.34 

1.71 

1.10 

0.61 

183 

2,042 

1879 

0.78 

0.54 

0.24 

1.52 

1.05 

0.47 

191 

2,295 

1880 

0.87 

0.54 

0.33 

1.92 

1.18 

0.74 

218 

2,525 

1881 

0.78 

0.56 

0.22 

1.70 

1.23 

0  47 

217 

2,646 

1882 

0.73 

0.60 

0.13 

1.62 

1.31 

0.31 

219 

2,394 

1838 

0.91 

0.68 

0.23 

1.82 

1.37 

0.45 

199 

2,200 

1884 

0.83 

0.62 

0.21 

1.64 

1.23 

0.41 

196 

1,970 

1885 

0.68 

0.54 

0.14 

1.29 

1.01 

0.28 

188 

2,137 

1886 

0.76 

0.53 

0  23 

1.47 

1  02 

0.45 

193 

2,414 

1887 

0.78 

0.56 

0.22 

1.51 

1.09 

0.42 

193 

2,704 

1888 

0.77 

0.59 

0.18 

1.4:^ 

1.11 

0  32 

186 

2,754 

1889 

0.76 

0.c6 

0.20 

1.68 

1.26 

0.42 

226 

2,775 

This  table  shows  a  fall  in  rates  during  twenty  years  of 
60  per  cent.,  and  a  decline  in  cost  of  transportation  of  52 
per  cent.  At  the  same  time  the  profit  per  ton  mile  fell 
almost   70  per  cent.,  and  the  profit  per  train  mile  declined 
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45  per  cent.  The  figures  relating  to  the  New  York  Central 
may  be  regarded  as  giving  a  fair  indication  of  the  course  of 
business  on  most  hues. 

These  figures  undoubtedly  show  that  managers  and  engi- 
neers were  equal  to  the  occasion.  The  increase  in  tonnage 
contributed  something  towards  compensating  for  the  decline 
in  rates ;  but  we  must  not  overlook  the  fact  that  the  growth 
of  volume  would  have  been  of  not  the  sUghtest  use  to  rail- 
ways if  they  had  not  reduced  their  operating  expenses  to 
such  an  amazing  extent.  The  cost  of  transportation  was 
reduced  50  per  cent,  in  twenty  years ;  but  we  must  remember 
that  a  reduction  of  30  per  cent.,  a  feat  not  achieved  any- 
where in  Europe,  would  have  utterly  failed  to  keep  profits 
above  nil.  Profits  became  possible  only  when  the  cost  of 
transportation  had  been  cut  down  to  such  an  extent  that 
with  very  low  rates  an  ample  margin  was  still  left;  and  it 
is  not  easy  to  realize  what  it  meant  to  maintain  such  margin 
with  transportation  charges  fifty  per  cent,  lower  than  in 
England.  ^ 

This  remarkable  achievement  has  been  rendered  possible  chiefly 
by  improvement  in  two  directions:  in  the  first  place  by  the 
improvement  of  the  roadbed,  by  ballasting,  grading,  and  the 
substitution  of  steel  for  iron  rails ;  ^  in  the  second  place  by  the 
reduction  of  "dead  weight."  As  regards  track  it  is  not 
necessary  for  me  to  enter  into  many  details.  In  England 
it  seems  to  be  better  on  the  average  than  in  the  States, 
although   the  assertion   is  disputed  by  American  engineers, 


^  Mr.  J.  S.  Jeans,  the  foremost  statistical  authority  on  railways  of  the  U.  K. 
says  in  Railway  Problems,  p.  276:  "It  is  a  well  established  fact  that  in  the  United 
States  the  average  ton-mile  rates  are  much  under  those  of  the  United  Kingdom." 
Mr.  E.  B.  Dorsey  in  English  and  American  RH.  Compared  says  that  after  careful 
inquiry  and  consideration  he  has  arrived  at  the  conclusion  that  the  average 
freight  rate  per  ton  mile  in  the  U.K.  is  about  ll^'d.  (2>^c.)  In  the  U.  S.  it 
was  in  1890  0.93c. 

2  There  were  33,680  miles  of  steel  rails  in  1880,  in  1890  167,606:  during  the 
same  period  the  length  of  iron  rails  decreased  from  81,976  to  40,697  miles.  The 
average  weight  of  steel  rails  is  about  67  to  701bs.,  but  heavier  rails  are  con 
stantly  introduced.  The  N.  Y.  C.  and  Pennsylvania  have  871b.  rails,  and  on  some 
lines,  for  instance  parts  of  the  Philadelphia  &  Reading  901b.  rails,  have  been  laid. 
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and  even  by  Englishmen.  ^  No  doubt  there  are  roadbeds 
in  the  United  States  as  good  as  the  best  pieces  of  track 
which  even  the  Northwestern  can  show,  but  on  the  whole 
Enghsh  railways  seem  to  have  better  roadbeds  than  those  of 
America.  It  is  probable,  however,  that  before  long  America  will 
leave  us  behind,  because  in  that  countiy  constant  and  rapid 
improvements  are  effected  while  England  makes  little  progress. 
Grades  and  curves  are  reduced  almost  everywhere,  and 
ballast  and  steel  rails  introduced  with  a  rapidity  that  has 
never  been  known  on  this  side  of  the  Atlantic.  In  1880  there 
were  81,976  miles  of  iron  rails  and  33,680  of  steel.  In 
1890  there  were  160,606  miles  of  steel  rails  and  40,697  of 
iron,  so  that  within  ten  years  the  proportion  had  been  much 
more  than  reversed. 

The  substitution  of  steel  rails  has  considerably  cheapened 
the  cost  of  locomotion,  as  also  have  other  improvements 
of  road  bed;  but  economy  has  chiefly  been  effected  by  the 
proportionate  decrease  of  '•'dead  weight"  in  trains.  A  loco- 
motive of  course  can  do  but  a  specitted  amount  of  work,  can 
move  but  a  given  weight.  This  weight  is  partly  "dead'' partly 
"live'';  in  other  words,  a  train  consists  of  weight  which 
yields  no  revenue-cars,  and  of  paying  weight,  in  other 
words,  goods.  To  contain  the  latter  a  given  amount  of  the 
former  is  necessary,  but  Americans  have  always  endeavoured 
to  reduce  "dead"  weight  to  a  minimum  in  order  to  carry  the 
maximum  of  paying  freight  with  a  givenquantity  of  locomo- 
tive power;  and  the  result  of  these  endeavours  is  that  the 
Americans  are  admitted  to  have  no  equals  in  the  art  of  moving 
freights  cheaply.  I  have  already  shown  that  in  the  United 
States  freight  is  moved  50  per  cent,  cheaper  than  in  England, 
and  this  is  so  because  one  American  locomotive  is  made  to 
move  more  paying  freight  than  an  English  engine.  The  same 
amount  of  fuel  and  labour  which  in  England  are  transformed 


1  The  Mechanical  World  of  Manchester,  Eng.,  after  carefully  reading  Mr.  Dorsey's 
book,  reiterates  its  statement  that  English  tracks  are  better  than  ours. 
Enninuring  Xeivs.  (New  York). 


CHAP.  VII.  SOME  TECHNICALITIES.  121 

into  a  given  amount  of  motive  power  does  twice  as  much  in 
the  United  States,  for  not  only  is  there  less  dead  weight, 
but  in  addition  trains  are  much  heavier  and  speed  is  slower 
while  locomotives  are  stronger  and  perform  more  service 
than  their  English  sisters. 

In  America  there  are  no  small  box-trucks  as  in  England ; 
all  cars  are  large,  most  of  them  having  eight  wheels  and 
a  capacity  of  thirty  tons.  In  England  a  car  carries  8  tons 
and  weighs  5,  a  proportion  of  1*6  to  1;  an  American 
freight  car  of  the  standard  type  carries  30  tons  and  weighs 
12,  a  proportion  of  2*5  : 1.  But  in  addition  to  the  economy 
obviously  resulting  from  this,  savings  are  effected  because 
more  service  is  got  out  of  engines.  The  giant  locomotives 
of  the  United  States  are  not  only  stronger  and  do  more 
work  with  less  fuel,  but  at  the  same  time  cars  and  engines 
perform  more  work  than  in  England,  and  the  difference 
increases  almost  annually.  The  lower  rates  are  the  more 
rolling  stock  is  taxed  to  its  utmost  capacity.  In  1870  the 
averaged  run  of  Pennsylvania  RR.  freight  locomotives  was 
19,888  miles  for  the  year  ^  while  in  1890  it  was  28,859 
miles;  passenger  locomotives  averaged  51,000  miles  per  annum 
on  the  New  Jersey  division  ^  and  there  was  one  locomotive 
wliich  ran  86,653  miles,  considerably  more  than  200  miles 
for  every  day  in  the  year. 


On  the  whole  the  geographical  conditions  of  the  States 
are  favourable  to  railways,  the  greater  part  ot  the  soil  being 
plains,  where  railways  can  be  built  very  cheaply  because 
the  ground  is  level.  Only  in  the  mountainous  regions  do 
w^e  meet  with  great  natural  obstacles  and  with  some  splen- 
did engineering  feats.  Among  the  latter  the  most  prominent 
are  the  Hoosac  Tunnel,  on  the  Fitchburg  RR.  over  five  miles 
long  and  lit  thi'oughout  with  electricity  by  means  of  1,250 


^  Jeans,  Bailway  Problems,  p.  325 

2  Pennsylvania  Annual  report,  p.  160. 
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incandescent  lamps ;  the  Kinuza  Viaduct  of  the  Erie,  consist- 
ing of  nine  towers,  the  central  of  which  is  312  feet 
liigh;  the  Portage  Viaduct  on  the  same  line  is  almost  as 
remarkable,  and  both  on  the  Baltimore  and  Ohio  and  the 
Pennsylvania  there  are  some  splendid  works,  the  Horseshoe 
Curve  on  the  latter  being  well  known.  In  the  great  Mississippi 
Valley  there  are,  beyond  bridges,  few  great  works,  but  the 
Rocky  Mountains  again  abound  with  them.  The  Denver  and 
Rio  Grande  is  nothing  but  a  succession  of  triumphs  over 
natural  obstacles,  and  so  is  the  Colorado  Midland  and  the 
Pike's  Peak  RR.  The  loop  on  the  Union  Pacific  near  Georgetown 
(Colorado)  is  also  remarkable,  and  so  are  many  parts  of  the 
Central  Pacific  with  its  snowsheds  and  its  splendid  trestles  and 
viaducts  in  the  Sierra  Nevada.  On  the  "Shasta  Route''  (Oregon 
and  Cala.  RR.  of  the  Southern  Pacific  System)  there  are  some 
of  the  steepest  grades  and  boldest  curves,  and  other  works 
can  be  found  in  different  parts  of  the  country,  many  of  them 
imposing  by  their  boldness  and  their  light  construction.  As 
regards  bridges,  trestles  and  embankments,  these  are,  on  the 
whole,  not  as  solid  as  in  England  or  in  Europe  generally. 
Most  railways  were  built  in  a  hurry,  and  hence  they  still 
lack  the  perfection  of  English  roadbeds,  although  improve- 
ments are  constantly  made.  Crossings  are  nearly  all  on 
level  ground  instead  of  at  elevations,  and  frequently  one  train 
has  to  stop  to  let  another  cross  its  tracks.  There  is  no 
inter-lock  system  as  in  this  country,  and  hence  more  acci- 
dents occur.  In  many  cities,  even  in  large  towns  like 
Philadelphia  and  Chicago,  railways  traverse  and  cross  streets 
like  trams,  the  bell  of  the  engines  giving  constant  warning, 
while  at  night  the  bright  lantern  of  the  tall  locomotive 
sends  a  stream  of  light  ahead.  By  no  means  all  lines  are 
enclosed  by  fences,  and  hence  the  "cow-catcher"  of  the 
locomotive  is  often  of  good  service  in  removing  obstacles, 
mostly  cattle. 


PART   III. 

THE  RAILROADS  AND  THE  INVESTOR. 


CHAPTER  Vni. 

CAPITALISATION. 


Mr.  C.  P.  Adams,  one  of  the  earliest  writers  on  "The 
Railroad  Problem/'  has  remarked  that  "The  poUtical  habits 
of  the  various  peoples  determined  the  relations  between  their 
Governments  and  the  railways.  The  nations  of  Continental 
Europe,  with  few  exceptions,  are  by  pohtical  habit  admi- 
nistrative, the  English  spealdng  peoples  parliamentary;  in 
other  words,  the  governmental  systems  of  France,  Germany, 
etc.,  are  essentially  executive,  those  of  England  and  the 
United  States  legislative.  Now,  the  executive  may  design, 
construct  and  even  operate  a  railroad,  the  legislative  never 
can."  ^  For  that  reason  State  ownership,  or  even  an  in- 
terference with  railway  matters  on  the  part  of  the  Govern- 
ment as  it  exercised  in  most  Continental  countries,  would 
have  been  impossible  in  the  United  States  as  well  as  in  the 
United  Kingdom;  and  as  it  is  alleged  that  liberty  on  the 
other  side  of  the  Atlantic  is  a  more  extended  liberty  than 
the  EngUsh  species,  it  seems  but  natural  that  railways  in 
the  "land  of  the  free''  should  enjoy  a  greater  amount  of 
freedom  than  those  of  the  country  whose  inhabitants  "  never 
will  be  slaves."  But  liberty,  and  especially  freedom  of 
action  granted  to  railways,  resembles  a  drug:  it  must  be 
given  in  proper  quantities,  commensurate  to  the  constitution 
of  the  body  for  whose  benefit  it  is  administered.  If  given 
in  too  large  a  dose  it  may  be  hurtful,  in  too  small  a  quan- 
tity it  may  prove  ineffective.  In  England  the  amount  of 
liberty  extended  to  railways  has  been  measured  out  very  care- 

1  C.  F.  Adams,  JiB.  Problem,  p.  115. 
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fully,  as  it  were  by  the  spoonful;  in  America  it  was  given 
in  wholesale  quantities.  The  result  is  that  in  England  the 
happy  medium  seems  to  have  been  struck  as  nearly  as  pos- 
sible in  the  shape  of  a  certain  amount  of  sensible  and 
inobstrusive  supervision  on  the  part  of  the  people,  whereas 
in  the  United  States  until  very  recently  no  control  has  been 
exercised  over  the  railway  corporations,  while  even  now  there 
is  no  supervision  whatever  over  their  capitalisation. 

There  can  be  no  doubt  that  Americans  have  placed  too 
much  faith  in  the  opinion  they  entertained  some  decades 
ago  as  to  the  proper  powers  to  be  conceded  to  railway  com- 
panies. The  attempts  to  secure  a  certain  amount  of  control 
over  the  railwavs,  and  above  all  the  Interstate  Commerce 
Act,  afford  abundant  evidence  of  that.  It  is  not  in  the  least 
venturesome  to  say  that  the  opinion  prevailing  to  day  among 
the  American  people  with  regard  to  the  relations  between 
the  State  and  the  Railroads  is  diametrically  opposed  to  the 
views  entertained  twenty  or  thirty  years  ago:  it  is  now 
generally  conceded  that  the  former  absence  of  a  certain 
amount  of  State  supervision  is  deeply  to  be  regretted.  In 
some  respects  the  damage  can  still  and  in  all  probability 
will  be  repau^ed,  in  others  this  will  be  found  impossible ;  and 
first  and  foremost  among  the  irreparable  losses  inflicted  by 
the  concession  of  unrestricted  powers  rank  the  regrettable 
consequences  which  the  total  absence  of  supervision  over 
capitalisation  had  for  the  eariier  investor. 

In  England  the  issue  of  securities  by  railway  companies 
was  regulated  as  comparatively  early  as  in  1866,  when  the 
Railway  Securities  Act  was  passed.  In  the  United  States, 
however,  there  is  still  no  legislation  limiting  the  powers 
of  railroads  to  issue  shares  and  bonds,  nor  has  Congress 
ever  passed  a  special  law  restraining  railway  managers 
from  making  fraudulent  issues.  The  board  can  act  as  they 
please,  although  of  late  the  shareholders  in  many  cases  have 
provided  the  check  which  the  Government  failed  to  furnish. 

The  result  of  such  a  vast  amount  of  discretion  is  obvious 
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Even  in  England,  where  business  in  the  early  days  of  rail- 
roading knew  a  far  higher  standard  of  commercial  moraUty 
than  in  the  United  States  during  the  seventies  or  thereabouts, 
the  great  powers  of  railways  with  regard  to  the  issue  of 
securities  resulted  in  gi'oss  abuses  and  in  the  inflation  of 
railway  capital ;  in  America  it  led  to  frauds  and  malpractices 
upon  a  still  larger  scale,  and  furthered  the  introduction  of 
such  a  formidable  amount  of  "water"  that  the  fictitious 
capitalization  at  times  involved  the  entire  interest  in  diffi- 
culties of  the  gravest  natui-e,  while  until  the  middle  of  the 
eighties  there  never  was  a  period,  however  brief,  during 
which  at  least  a  few  of  the  more  prominent  companies 
were  not  struggling  with  troubles  du^ectly  emanating  from 
the  large  amount  of  fictitious  capital.  Water  was  at  one 
time  the  fundamental  evil  of  American  secuiities,  and  the 
unrestricted  power  to  create  it  assisted  materially  in  the 
numerous  gross  abuses  and  swindles  which  rightly  brought 
them  into  discredit. 

In  the  main  there  were  six  different  ways  of  inflating  the 
capital  of  American  railways. 

1.  By   fraudulent  issues  of  bonds  and  shares  as  a  down- 
right swindle  or  for  speculative  purposes. 

2.  By  paying  too  much  for  construction. 

3.  By  purchasing  properties  at  excessive  prices. 

4.  By  buying  superfluous  competing  lines. 

5.  By  selling  bonds  and  shares  at  a  discount. 

6.  By  declaring  stock  dividends. 

Fraudulent  issues  of  coui^se  were  the  worst  foim  of  "water- 
ing." The  issue  of  '^securities"  of  chimerical  companies, 
sold  in  Europe  for  whatever  they  would  fetch  ^  has  little  to 
do  with  our  purpose,  since  it  was  an  ordinaiy  fraud  which 
might   have  been  perpetrated  as  well  with  canal,  steamship 


^  While  I  was  in  the  United  States  a  friend  in  Europe  requested  me  to  inquire 
into  the  value  of  certain  bonds  left  to  him  by  his  father.  It  appeared  that  the 
line   by  which  the  bonds  were  alleged  to  be  issued  never  existed. 
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or  any  other  secmities.  The  fictitious  issue  of  stock  for  the 
pui'pose  of  manipulating  the  market,  however,  was  of  more 
direct  importance  to  shareholders.  The  Erie  Railroad  has 
been  cui'sed  with  it  more  than  any  other  railway.  "Jim'' 
Fisk  and  Jay  Gould  increased  the  share  capital  of  that 
company  between  1868  and  1872  from  $17,000,000  to 
$78,000,000  mainly  to  manipulate  Wall  Street;  and  these 
proceedings  were  so  universally  condemned  that  the  Board 
of  the  New  York  Stock  Exchange  in  1869  refused  to  quote 
these  shares  any  longer.  Fisk,  Gould  and  Drew  made  vast 
sums  over  these  speculations,  and  so  did  President  Watson, 
who  a  few  years  later  doubled  the  funded  debt,  it  is  said 
also  chiefly  for  his  own  benefit. 

Hardly  less  repulsive  than  tliis  practive  was  the  second, 
consisting  of  paying  excessive  prices  for  construction. 
In  the  early  days  of  railroading  it  was  not  unusual  for 
railway  companies  to  enter  into  contracts  with  construction 
companies  which  built  the  lines  at  excessive  cost.  Such 
construction  companies  were  usually  composed  of  members 
of  the  board  and  their  friends,  and  of  course  served  no 
honourable  purpose,  theii'  object  being  to  enable  directors 
to  make  money  at  the  cost  of  the  investor.  Thus,  for  in- 
stance, Vanderbilt  started  the  South  Pennsylvania  Railroad 
to  compete  with  the  Penna.  This  road  has  been  proven  to 
have  cost  actually  $6,500,000,  and  a  responsible  contractor 
had  offered  to  build  it  at  that  price.  Yet  a  construction  com- 
pany, composed  of  Vanderbilt's  clerks,  received  $15,000,000 
to  complete  it;  and  the  syndicate  of  capitalists  which  sup- 
plied this  money  got  $40,000,000  in  bonds  and  shares,  so 
tliat  for  every  dollar  of  actual  cost  over  six  dollars  of  bonds 
and  shares  were  issued.  In  the  same  manner,  though  not 
in  the  same  proportion,  the  tiling  was  worked  all  over  the 
Union,  especially  in  connection  with  the  Pacific  roads,  a 
group  of  railways  wliich  has  seen  more  frauds  than  any 
other.  The  builders  of  the  Central  Pacific,  for  instance, 
commenced   Avith   the  modest  sum  of  $159,000,  and  taking 
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this  as  a  nucleus  they  completed  the  road,  gathering  a  total 
capitalization  of  $139,000,000,  and  acquiring  large  fortunes 
over  the  transaction ;  the  Government  Commission  on  Pacific 
Raiboads  in  its  Report  to  Congress  says  that  $58,000,000 
would  have  been  a  very  good  price  for  the  railway. 

On  a  par  with  construction  companies  was  the  purchase 
of  other  properties  at  excessive  prices.  The  Coal  and  L'on 
Company  of  the  Reading,  for  many  years  a  great  burden 
to  that  line,  affords  one  of  the  most  famous  cases,  this  con- 
cern being  paid  for,  it  is  said,  at  the  rate  of  at  least  twice 
its  intrinsic  value.  Years  ago  it  was  a  common  thing  for 
railroad  directors  to  buy  a  property  in  their  private 
capacity,  and  then  sell  it  to  their  company  at  an  immense 
profit;  and  until  twelve  or  fifteen  years  ago  the  majority 
of  pui'chases  of  auxiliary  concerns  used  to  be  permeated 
with  fraud. 

Watering  resulting  from  the  purchase  of  "  parallel  "  lines, 
which  also  in  numerous  instances  was  taken  advantage  of 
to  carry  out  some  "deal,''  was  in  a  measure  unavoidable, 
the  independent  existence  of  such  hnes  being  a  constant 
danger  to  others,  and  destructive  to  all  parties  concerned. 
The  Vanderbilt  interest  were  compelled  to  lease  the  West 
Shore  and  to  buy  the  "Nickel  Plate"  unless  they  wished  to 
see  their  other  properties  turned  into  financial  wrecks,  and 
the  Pennsylvania  had  to  arrive  at  a  compromise  with  Van- 
derbilt, resulting  in  the  construction  of  the  South  Pennsyl- 
vania RR.  being  suspended,  if  it  wished  to  see  its  monopoly 
maintained  in  Pennsylvania ;  and  on  the  whole  it  may  be  said 
that  this  form  of  watering,  under  the  peculiar  circumstances 
that  prevailed,  could  not  have  been  prevented.  Yet  it  caused 
a  considerable  amount  of  superfluous  capital  to  be  employed 
in  transportation. 

Of  all  methods,  the  fifth,  selling  stocks  and  bonds  at  a 
discount,  was  the  most  universal  and  the  least  objectionable, 
and  in  almost  every  case  it  was  excusable.  Especially  in  the 
early  days  of  railroads  there  was  little  inducement  to  invest 
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money  in  these  enterpiises,  and  to  create  such  inducement  bonds 
were  sold  at  a  discount,  and  shai*es  were  frequently  given  into 
the  bargain.  But  even  GoverniLents  sell  then*  securities  below 
par  to-day,  and  the  railways,  by  then*  prospects,  were  justified 
in  borrowing  money  at  excessive  rates  if  they  could  not  get  it 
otherwise.  Like  tlie  cotton  planters  of  the  South,  who  after  the 
war  often  paid  fifty  per  cent,  interest  on  the  capital  required 
for   bringhig  tlicir   cotton  lands  under  cultivation,  the  rail- 
ways would  have  outgi-own  the  payment  of  excessive  rates  for 
money   if  their   affairs   had  othenvise  been  conducted  with 
honesty   and  integiity.    But  instead  of  being  the  rule  these 
two   qualities   at   a   ceilam   period   were  the  exception,  if, 
indeed,   they   could  be  met  with  at  all.    And,  as  we  have 
seen  above,  those  who  had  to  pay  excessively  for  the  money 
they  requu'ed,  instead  of  endeavouring  to  effect  economy  in 
other  directions,  evidently  thought  that,  such  a  heavy  handi- 
cap  having    been   placed   upon   the   railways,  it  could  not 
matter   much   whether  the  burden  was  increased  a  Uttle  or 
not.    As   regards  the  practice  of  selhng  merely  bonds,  and 
givmg  shares  into  the  bargain,  tliis  method  of  doing  business 
certainly  looks  peculiar.     But  it  should  be  remembered  that 
those   who  advanced  monev  would  not  do  so  unless  it  was 
upon  security,   and  that  it  was  usually  impossible  to  find  a 
sufficient  number  of  mere  shareholders.  To  many  even  bonds 
seemed   no    sulficient    equivalent    for   their  investment,  and 
besides   prior  rights  upon  the  property  they  also  wished  to 
possess  control  of  the  company,  and  a  chance  of  partaking 
in  future  profits;  and  shares  being  not  much  sought  after  it 
mattered  little  to  the  promoter  whether  he  gave  shares  into 
the  bargain  with  bonds  or  not.    The  majority  of  companies 
realised   nothing   for   the    shares  they  issued  in  their  early 
days.    The  Missouri,  Kansas  and  Texas  Railway  Company, 
for   instance,  (jave  $21, -100,000  in  shares  to  a  construction 
company,    in  addition  to  the  payment  made  in  bonds.    The 
New   York   Central,   Erie,  Reading,  St.  Paul,  Chicago  and 
North  Western,  in  short,  almost  eveiy  railway  company,  as 


CHAP.  VIII.  CAPITALISATION.  129 

a  rule  received  nothing  for  the  earlier  issues  of  its  ordinary- 
shares  although,  as  is  well  known,  shares  are  no  longer 
given  away,  and  frequently  sell  at  good  prices. 

But  the  abuses  of  the  early  days  of  raih'oads,  above 
referred  to,  and  the  sale  of  secuiities  at  a  discount,  were 
not  the  only  causes  of  "water'';  the  ficticious  capital  result- 
ing from  the  payments  of  stock  dividends  amounts  to  a  sum 
second  only  to  the  inflation  caused  by  sales  of  secuiities  at 
a  discount.  The  most  famous  stock  dividend  ever  distributed 
was  one  of  80  per  cent.,  paid  in  December,  1868,  on  the 
shares  of  the  New  York  Central  RR.  Company,  and  eleven 
months  later,  when  the  consolidation  with  the  Hudson  River 
RR.  followed,  a  fui^ther  stock  dividend  of  27  per  cent,  was  de- 
clared, while  the  Hudson  River  RR.  shareholders  received  one 
of  85.  The  Reading  paid  a  scrip  dividend  of  10  per  cent,  in 
1846,  and  one  of  12  in  1847,  while  between  1871  and  1876 
upon  a  capital  of  $34,200,000,  already  fictitious  to  the  extent 
of  probably  more  than  one-half,  $15,700,000  was  paid  in  divi- 
dends, mostly  in  scrip.  The  Erie  RR.  made  still  larger  payments 
of  stock  dividends ;  the  Chicago,  Burlington  and  Quincey  RR. 
paid  20  per  cent,  in  1880,  the  Atchison,  Topeka  and  Santa  Fe 
50  per  cent,  in  1881,  and  the  practice  may  be  said  to 
have  been  general,  and  is  still  resorted  to  in  numerous  cases. 

None  of  the  six  methods  of  watering  enumerated  and 
described  above  call  for  comment,  except  the  last.  A  stock 
dividend  is  somewhat  of  a  farce,  and  of  a  deceptive  nature. 
Several  objections  have  been  offered  against  it;  and  on  the 
other  hand  it  has  been  defended  with  forcible  arguments. 

A  scrip  dividend  is  usually  paid  to  shareholders  as  a 
substitute  for  cash  dividends  which  have  been  passed.  A 
board  feels  that  shareholders  are  entitled  to  some  return 
upon  their  capital;  but  having  no  cash  they  pay  scrip  or 
shares.  A  moment's  reflection  will  show  that  such  a  dividend 
is  really  no  dividend  at  all.  It  creates  more  shares,  and  hence 
future  distributions  must  be  so  much  smaller.  If  a  company  pays 
a  stock  dividend  of  fifty  per  cent,  its  future  dividends  must 
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be  33^/3  per  cent,  less  than  otherwise,  and  hence  a  scrip  dividend 
is  deliisive.  He  who  receives  it  does  not  thereby  get  a  farthing 
more  upon  his  investment  when  cash  dividends  are  resumed. 

Yet  scrip  dividends  do  not  altogether  fail  to  benefit 
shareholders  as  a  mass.  Experience  has  shown  that  a  stock 
dividend  usually  enhances  the  prices  of  shares;  for  instance^, 
if  a  dividend  of,  say,  50  per  cent,  is  declared  upon  a  stock 
quoting  at  60,  the  price  of  the  latter  will  rarely  fall  to  40 
as  it  ought  to  do,  but  as  a  rule  remains  above  that  figure, 
so  that  usually  there  is  a  gain  for  its  owner,  which,  it  is 
asserted,  offsets  the  nonpayment  of  dividends.  But  with 
regard  to  this  matter  the  fact  should  not  be  lost  sight  of 
that  these  profits  rarely  reach  the  persons  for  whom  they  are 
intended,  namely  the  investors  who  perhaps  for  years  held 
an  unremunerative  security.  Shares  change  hands  more  fre- 
quently than  bonds,  and  hence  the  benefit  of  stock  dividends, 
usually  falls  upon  people  who  have  not  deserved  it  by  for- 
mer  sacrifices.  But  the  fact  that  stock  dividends  proportion- 
ately raise  the  prices  of  shares  renders  them  especially 
objectionable,  inasmuch  as  it  constitutes  a  temptation  for 
directors  to  declare  them  and  to  speculate.  Instances  are 
on  record  in  which  such  dividends  were  declared  solely  for 
speculative  purposes.  In  the  majority  of  cases  they  fail  to- 
fulfil  then*  aim  of  rewarding  the  investor  who  owns  unremune- 
rative shares;  and  their  infiuence  upon  speculation  would 
render  them  obnoxious  if  there  were  no  reasons  why  they 
should  be  declared. 

Their  desirability  is  based  upon  two  circumstances:  the 
rise  in  the  value  of  railway  property,  and  the  tendency  of 
Legislatures  to  cut  down  rates  whenever  they  are  so  high 
as  to  make  the  possession  of  railway  stock  remunerative. 
The  American  people,  although  on  the  whole,  I  think,  by  no 
means  unreasonable,  are  opposed  to  large  corporations,  a  fact  so 
abundantly  demonstrated  by  the  attitude  of  theu^  Legislatures 
and  Courts  of  Justice  that  it  is  not  necessary  to  supply 
proof  of  the  assertion.  They  do  not  stop  to  think  that  action 
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detrimental  to  a  vast  interest  like  railways  must  fall  back 
upon  the  people;  they  consider  anything  done  to  its  disad- 
vantage to  be  a  public  gain.  Hence  the  people  are  "  hard 
on  railways,"  and  as  railways  by  their  conduct  hardly  pro- 
moted an  amicable  entente  with  the  people,  the  latter  had  a 
good  deal  of  provocation,  and  often  became  unreasonable. 
For  instance,  it  is  almost  a  maxim  in  the  Northwest  that  no 
railway  should  be  allowed  to  pay  more  than  4  per  cent,  on  its 
common  stock.  "  The  stock  being  water  to  the  extent  of  at 
least  one  half,"  the  Granger  reasons,  "four  per  cent. means 
eight,  and  eight  will  do."  But  if  thus  he  talks  Farmer  Hayseed 
over-looks  two  important  matters.  In  the  first  place  he  forgets 
that  the  shareholder,  no  matter  whether  foreign  or  native, 
has  for  many  years  held  unremunerative  stock,  that  in  bygone 
days  he  has  incurred  risks  and  suffered  losses,  and  that 
hence  he  is  entitled  now  to  returns  which  offset  these.  In 
the  second  place  the  average  American  does  not  see  that  a 
railway  company  as  well  as  a  private  individual  is  entitled 
to  reap  the  benefits  of  an  increase  in  the  value  of  its 
property  and  may  lay  claim  to  compensation  for  the  risk  run 
by  early  investments  to  which,  more  than  to  anything  else, 
the  wealth  and  the  welfare  of  the  Great  RepubUc  are  due. 
In  a  previous  chapter  we  have  seen  that  with  regard  to 
rates  the  interests  of  the  people  conflict  with  those  of  the 
corporations;  but  if  we  consider  the  above  grounds  we  must 
necessarily  come  to  the  conclusion  that  they  are  antagonistic 
chiefly  because  of  the  unreasonable  attitude  of  the  nation. 
This  unreasonable  attitude  has  compelled  the  railways  to 
ward  off  its  effects;  and  for  that  reason  stock  dividends 
were  resorted  to  as  a  dodge.  By  inflating  capital  they  would 
conceal  profits,  and  thwart  the  designs  of  rate-reducing  Rail- 
road Commissioners.  On  the  whole  they  have  fulfilled  their 
mission,  and,  as  we  hope  to  show  below,  scrip  dividends 
benefit  the  investor  because,  by  conceaUng  profits,  they 
cause  his  investments  to  yield  higher  returns  than  would  be 
permitted  by  Grangers  if  uninflated  stock  were  to  earn  high 
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dividends,  although  substantially  the  same  returns  as  now. 
In  this  manner  the  investor  of  to-day  receives  redress  for 
the  wrongs  done  to  his  predecessor.  It  is  the  result  of  a 
trick,  and  the  pubUc  sees  its  secret;  but  that  does  not  ap- 
pear to  curtail  its  success,  a  success  altogether  in  accord 
with  fairness  and  justice. 

From  the  foregoing  the  reader  must  have  received  the 
impression  that  a  formidable  proportion  of  the  capital  now 
nominally  represented  by  American  railways  is  fictitious. 
It  is  generally  conceded  that  the  New  York  Central,  Erie, 
and  Reading  companies  between  them  have  water  to  the 
amount  of  at  least  $200,000,000,  while  some,  Mr.  J.  F. 
Hudson  for  instance,  estimate  it  at  $300,000,000  out  of  an 
aggregate  capitaUsation  of  $500,000,000;  and  from  this  we 
can  infer  how  much  water  the  entire  system  contains.  Both 
in  respect  of  the  extent  to  which  watering  has  been  carried 
on,  and  the  degree  in  which  the  process  was  applied,  we 
find  some  interesting  details  in  Poor's  Manual  for  1884. 
In  that  year  Mr.  H.  V.  Poor  wrote :  —  "  The  increase  of 
share  capital  and  indebtedness  of  all  companies  for  the 
three  years  ending  December  31,  1883,  was  $2,093,433,054, 
the  cost  of  the  new  mileage  as  represented  by  share  capital 
and  debt  being  about  $70,000  per  mile.  The  increase  in 
the  three  years  of  the  funded  debts  of  all  the  companies 
was  $924,165,440;  of  their  floating  debts,  $169,880,406; 
of  the  two  $1,094,045,846.  It  is  not  probable  that  the 
cost  of  the  mileage  constructed  in  the  three  years  equalled  the 
increase  of  funded  and  floating  debts  by  at  least  the  sum  of 
$200,000,000.  The  cost  of  the  mileage  constructed  certainly 
did  not  exceed  $30,000  to  the  mile.  The  whole  increase  of 
the  share  capital,  $999,387,208,  and  a  portion  of  the  funded 
debt,  was  in  excess  of  cost  of  construction.  It  will  be  seen 
by  a  statement  hereto  annexed  that  stocks  and  bonds  to  the 
amount  of  $530,132,000  were  listed  at  the  New  York  Stock 
Exchange  in  1883.  The  amount  of  stocks  and  bonds  Usted 
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was  equivalent  to  about  $80,000  per  mile  of  new  road  built 
during  the  year." 

From  this  it  seems  we  may  infer  that  the  average  cost 
of  American  railways  in  1883  was  about  $30,000  per  mile; 
and  if,  on  account  of  subsequent  betterments  we  make  a 
further  allowance  of  $10,000  we  find  that  to-day  the  total 
capitalisation  ought  to  be  $6,840,000,000  for  171,000  miles, 
whereas  it  actually  reaches  $10,122,500,000.  This  estimate, 
however,  is  in  favour  of  the  railways,  for  Mr.  Poor,  in  his 
Manual  for  1884,  further  says  that  the  bona  fide  in\estment 
in  railways  probably  does  not  exceed  the  aggregate  of  their 
floating  and  funded  debts,  and  if  this  holds  good  to-day 
there  would  be,  not  as  I  presumed  above,  $3,282,000,000 
of  water,  but  $4,640,000,000.  Some  writers  even  go  as 
far  as  to  allege  that  the  estimate  of  Mr.  Poor,  whom 
they  deem  a  spokesman  of  the  railways,  is  moderate  and 
conservative,  and  the  fictitious  capital  is  said  by  some,  among 
others  by  Mr.  Hudson,  to  amount  perhaps  to  fully  two-thirds 
of  the  total  capitalisation.  ^ 

The  consequences  of  watering  are  as  varied  as  the  means 
by  which  it  was  effected.  Like  most  railroad  questions  they 
admit  of  divergent  Adews,  varying  according  to  the  position 
taken;  it  is  evident  that  the  public  saw  the  matter  in  a 
different  light  to  the  companies,  and  in  consequence  a 
controversy  arose  in  which  the  public  got  the  best 
of  it  because  the  railways,  having  resorted  to  water  partly 
for  fraudulent  puiposes  and  partly  with  the  aim  of  self- 
presentation,  could  not  take  the  public  into  confidence,  and 
had  to  rely  upon  arguments  which  were  not  forcible  because 
they  were  not  true. 

^  It  is  not  so  very  improbable  that  this  estimate  is  much  too  high.  Apart 
from  the  inflation  caused  directly  by  watering,  the  capital  appears  much  greater 
than  it  is  for  another  reason,  namely  on  account  of  amalgamation.  The  Penn- 
sylvania RR.  for  instance,  has  a  capital  of  a  little  over  $700,000,000  but  owns 
stock  and  bonds  of  other  companies  with  a  par  value  of  $151,000,000,  and  this 
latter  amount  is  counted  twice  in  statistics  of  capitalisation.  As  numerous  rail- 
ways own  large  amounts  of  securities,  issued  by  subsidiary  companies,  which 
are  counted  twice,  at  least  another  $1,000,000,000  of  apparent  but  not  real 
c&pital  may  be  assumed  to  exist. 
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I  have  elsewhere  referred  to  the  view  which  the  pubUc 
took,  and  still  takes,  of  water,  and  it  is  therefore  not 
necessary  to  enter  at  length  into  this  part  of  the  question 
now;  to  briefly  recapitulate  the  principal  arguments  against 
it  will  suffice.  Water,  then,  begot  a  desire  to  charge 
such  rates  as  would  render  possible  good  returns  upon 
capital ;  this  is  an  undisputed  and  an  indisputable  fact,  although 
it  would  be  bad  poUcy  on  the  part  of  the  railways  to  avow 
it  frankly.  Water  led  to  pools;  it  resulted  in  discrimina- 
tions which  were  apphed  because  it  was  expected  that  they 
would  enhance  earnings ;  and  it  caused  rates  to  be  made  as 
high  as  was  possible  under  the  circumstances.  In  view  of 
facts  like  these  it  is  natural  that  the  pubhc,  with  its  un-' 
reasonable  demands  for  low  rates,  and  its  opposition  to  heavy 
returns  upon  railway  capital,  strongly  condemned  watering. 

As  to  the  investor,  until  a  few  years  ago  he  had  as 
little  reason  to  approve  of  watering  as  the  public.  In  the 
first  place  he  had  been  the  victim  of  numerous  frauds.  In 
the  second  place  watering  had  caused  competition;  wherever 
there  existed  a  line  burdened  with  "capital"  there  was 
the  temptation  to  build  another  with  less  stock  which,  since 
it  had  to  earn  but  one-thu'd  or  one-fourth  to  pay  the  same 
retui'n  per  cent,  upon  its  small  capital,  could  enter  into  a 
very  successful  competition.  In  the  third  place  there  would 
have  been  fewer  rate  wars,  not  only  because,  as  we  have  just 
shown,  there  would  have  been  less  competition,  but  also 
because  all  companies  would  have  been  placed  on  an  equal 
basis,  that  of  actual  cost,  in  their  endeavours  to  earn  fair 
returns,  with  the  result  that  "cuts"  would  have  been  put  a 
limit  to  by  the  requirements  of  solvent  systems.  In  the 
fourth  place,  if  there  had  been  less  water  there  would  have 
been  better  returns  upon  capital,  as  a  result  of  which  bonds 
could  have  been  placed  at  4  or  5  per  cent,  instead  of  7  or  8, 
and  the  retui^ns  upon  shares  would  have  been  higher;  yet 
as  a  low  rate  of  interest  is  scarcely  desirable  from  the 
nvestor's   point   of  view,   wo   can   leave  this  phase  alone. 
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Finally,  water  caused  a  distrust  which  resulted  in  a  very 
serious  depression  of  railroad  securities.  To  quote  once  more 
from  Mr.  Poor's  excellenthandbook(for  1884)  that  gentleman 
has  said :  "  It  is  in  this  (immense  increase  of  fictitious 
capital)  that  is  to  be  found  the  cause  of  the  general  dis- 
ti'ust  which  prevails,  and  the  enormous  decline  in  the  price 
of  railroad  securities.  From  1879  to  near  the  close  of  1883 
a  most  singular  delusion  rested  upon  the  public  as  to  theh' 
value,  and  this  delusion  was  taken  advantage  of  on  a  vast 
scale  by  able  and  unscrupulous  adventurers.  Whatever  was 
manufactui^ed  and  put  afloat  was  seized  with  avidity  by  an 
eager  and  uninformed  public.  The  delusion  was  increased 
and  prolonged  by  payments  on  a  very  large  scale  of  interest 
and  dividends  from  capital.  In  this  delusion  the  most  loud- 
mouthed and  unscrupulous  promoters  usually  had  the  gi^eatest 
success.  The  delusion  culminated  about  the  time  of  the 
opening  of  the  Northern  Pacific,  in  connection  with  which 
visionaiy  schemes  of  immense  magnitude  had  been  put  upon 
the  market.  Their  worthlessness,  and  the  rapid  decUne  of  their 
secuiities,  exerted  a  powerful  influence  over  the  pubUcmind 
which  continues  unchecked  to  the  time  of  wiiting  this.  The 
distrust  extends  alike  to  good  and  bad,  so  that  prices  at 
the  present  time  have  as  little  reference  to  values  as  they 
had  at  the  beginning  of  1883  The  distrust  will  probably 
continue  until  time  shall  show  what  securities  are  really 
well  based.'' 

In  England  it  lasted  considerably  longer.  Even  to-day  it 
has  by  no  means  disappeared,  and  with  the  old  rascalities 
still  lingering  m  the  mind  of  our  investing  public  this  can 
cause  little  surprise.  As  recently  as  1885  the  public — it 
may  be  useful  to  say  the  American  public  as  well — had 
been  imposed  upon  in  a  manner  which  renders  it  difficult  to 
say  which  of  the  two  was  the  more  smprising,  the  audacity 
of  the  impostor  or  the  credulity  of  those  imposed  upon. 
The  exposure  of  the  swindles  was  followed  by  a  distrust 
which   so   enth'ely   possessed  itself  of  the  public  mind  that 
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it  lasted  long  after  the  cause  [had  disappeai^ed,  and  in  a 
measure  continues  in  spite  of  the  great  improvement  in 
railroad  matters  and  railroad  morality  which  set  in  in  1885 
and  has  continued  to  gi'ow  ever  since. 

This  improvement  has  been  altogether  marvellous,  and  we 
seem  to  recognise  this  to  a  very  small  extent;  at  least  this 
must  be  deduced  from  the  fact  that  issues  of  American 
railroad  bonds  are  eagerly  subscribed  for  now  at  rates  which 
ten  years  ago  would  have  attracted  few  investors.  But  this 
fact  is  not  solely  a  consequence  of  greater  faith  in  these 
securities;  the  redemption  of  U.  S.  Bonds,  the  conversion 
of  the  National  Debt,  the  increase  in  the  number  of  Trusts, 
and  other  events  have  improved  the  demand  for  American 
raih'oad  securities,  and  probably  contributed  more  to  theu' 
popularity  than  the  consciousness  that  these  investments 
deserve  greater  confidence  now  than  they  did  ten  years  ago. 
There  is  in  England,  and  in  Europe  generally,  not  that  faith 
in  American  railway  stock,  and  especially  not  in  American 
railroad  bonds,  which  they  deserve,  and  no  wonder.  It  is 
but  ten  years  ago  since  methods  of  management  gave  abund- 
ant reason  for  distrust,  because  we  had  been  cruelly  de- 
ceived and  disappointed ;  not  accustomed  to  observe  rapid 
changes  in  our  own  suiToundings  we  were  slow  to  believe 
that  in  America  a  change  from  bad  to  good  could  be  effected 
within  a  single  decade.  Yet  this  is  what  has  taken  place. 
A  visit  to  the  States,  and  perhaps  even  only  a  thorough 
study  of  American  railways,  will  readily  convince  us  of  the 
immense  improvement  in  every  direction,  although  changes, 
however  favourable,  do  not  amount  to  a  complete  cure.  Of 
so  great  a  flock  of  scur\T^  sheep  every  single  one  cannot 
reasonably  be  expected  to  have  become  sound  within  so 
short  a  time ;  yet  although  the  order  of  things  has  not  been 
absolutely  and  completely  reversed,  there  are  so  many  favour- 
able changes  that  by  this  time  the  healthy  element  preponde- 
rates by  far,  while  the  unhealthy  contingent  gi'ows  smaller 
day   by  day.   In  England  most  people  do  not  appeal*  to  be 
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awai^e  of  this  enormous  alteration,  and  in  spite  of  abundant 
reasons  for  a  revision  of  opinion  the  same  notions  concerning" 
"Yankee  Rails"  which  were  held  ten  years  ago  continue  to 
prevail  to-day  among  ^the  majority  of  European  capitaUsts. 
in  spite  of  the  reasons  for  them  having  almost  entirely  disap- 
peared. Most  investors,  being  unawai'e  of  the  gi^eat  change 
for  the  better,  still  believe  that  American  railway  securi- 
ties deserve  Uttle  confidence  and  no  reliance,  and  many 
continue  to  regard  the  companies  as  being  chiefly  tools 
provided  for  the  use  of  cunning  men  and  designed  to  fleece 
the  foreign  lamb,  however  ill-founded  this  opinion  may 
be  to-day. 

With  regard  to  "water"  we  have  modified  our  ideas  as 
little  as  in  respect  of  other  matters  pertaining  to  American 
railways.  Ten  or  fifteen  years  ago  we  felt  sure  that  nothing 
had  hmi:  the  foreign  investor  as  much  as  "  water ' '  and  the 
frauds  connected  with  it,  and  our  opinion  was  well-founded 
then.  To-day  we  hold  the  same  views  although  they  are 
no  longer  wairanted  by  facts.  But  then  it  is  natural  that  in 
Europe,  with  its  mature  conditions  and  slow  changes,  we 
should  fail  to  reaUse  the  rapid  movements  a  young  and 
vigourous  countiy  Uke  the  RepubUc  witnesses. 

Let  us  see  whether  facts  still  entitle  us  to  hold  the  view 
that  watering  is  to  the  detrimentof  the  foreign  investor  of  to- 
day. If  so  it  must  of  course  affect  the  returns  and  the 
credit  of  American  railways. 

In  1890  the  return  paid  upon  the  total  capital  was, 
according  to  Poor's  Manual  for  1891 : — 

Upon  Bonds  4*36  per  cent. 

„     Shares  1*80     „       ,, 

„     Total  Capital  3*03     „       „ 

First,  as  to  Bonds.  The  figui-e  mdicating  then-  average 
jield  is  too  low,  and  for  the  following  reason.  Mi\ 
Poor  finds  this  percentage  by  dividing  the  total  amount 
paid   by  railways  to  then*  bondholders  by  the  total  amount 
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of  railway  bonds  issued.  But  his  divisor  is  too  large;  for 
example,  some  bonds  (such  as  Income  bonds,  of  which  quite 
a  large  amount  is  issued)  are  hardly  bonds  at  all,  and  yield 
no  certain  minimum  interest.  Yet  it  is  not  necessary  to  take 
this  into  account;  the  mere  fact  that  American  RR.  bonds 
pay  an  average  of  4*36  per  cent,  suffices  to  show  that  water 
is  not  detrimental  to  the  investor  of  to-day.  These  bonds 
represent  no  par  investment ;  the  average  price  at  which  they 
reached  the  first  investor  probably  did  not  exceed  67,  no 
matter  what  somebody  who  buys  them  to-day  must  give  for 
them.  Hence  American  bonds  now  actually  return  an 
average  of  about  6*50  per  cent,  upon  real  investment.  Does 
this  show  an  injurious  effect  of  water  upon  their  remunera- 
tiveness  ? 

Another  argument.  I  have  compiled  the  following  table 
showing  the  average  interest  paid  by  certain  leading  com- 
panies, selected  so  as  to  represent  railways  of  a  varied 
nature  in  different  parts  of  the  country,  and  indicating  oui* 
estimate  of  their  credit  by  the  net  return  upon  their  bonds 
according  to  London  quotations  of  April  1st,  1892 : — 


A  vertjge  interest 

paid  upon  total 

funded  debt 

1890. 


New  York  Central 

Erie 

Norfolk  &  Western 

Lake  Shore 

Wabash  (1) 

St.  Paul 

Atchison  (2) 

Burlington 

Denver  &  Rio  Grande 

Union  Pacific 

Louisville  &  Nashville 

Average 


6  09  per  cent 

6-73 

5-39 

458 

5-43 

5-77 

4  57 

51^ 

459 

6-59 

6-19 


5 -54  per  cent 


Net  income  upon  bonds 

according  to  London 
quotations  of  April  i, 
1892. 


5*00  p.  ct.  upon  sixes 
5  00  „  „  sevens 
4-76     „       „       sixes 


4-75 
4-70 
4-96 
4-68 
4  72 
-5  54 


n 
n 
n 
n 

M 

n 


n 
n 
w 
n 
n 


fives 
fours 
fives 
fours 
sixes 


4  90  per  cent. 


1  Funded  debt  less  debentures, 

2  Les  income  bonds. 
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This  table  shows  that  eleven  representative  railways  pay 
an  average  of  5*54  per  cent,  upon  the  money  advanced 
to  them  upon  security.  We,  however,  quote  bonds  so  high 
that  we  receive  but  4-90  per  cent.  In  other  words,  we 
estimate  their  credit  at  the  latter  figure,  and  to  all  intents 
and  purposes  lend  them  our  money  against  an  interest  amounting 
to  4*90  per  cent.,  while  the  railways  pay  us  0*64  per  cent,  above 
the  minimum  interest  we  would  accept.  How  can  we  recon- 
cile this  with  the  allegation  that  watering  and  past  frauds 
hurt  the  investor  of  to-day?  No  doubt  it  was  to  his  de- 
triment, once  upon  a  time;  but  surely  it  no  longer  is  now. 

The  above  relates  only  to  bonds,  but  we  shall  show  that 
the  same  conclusion  must  be  arrived  at  with  regard  to  shares. 
Shares,  according  to  Poor's  Manual^  now  pay  1'80  per  cent, 
on  the  average,  apparently  no  high  figure.  We  will  bear 
in  mind  that,  if  there  were  less  "  water ''  in  bonds,  or  less 
in  shares,  they  would  pay  more.  But  for  $4,650,000,000 
shares  now  in  existence,  the  original  investor  certainly  paid 
not  more  than  $465,000,000,  or  ten  per  cent,  of  their  face 
value,  and  probably  less.  Hence  shares  now  return  at  least 
18  per  cent  per  annum  upon  actual  investment  True, 
those  owning  $1,000  in  shares  receive  but  an  average  of 
$18  per  annum  upon  them;  but  in  the  majority  of  cases 
shares  cost  the  investor  nothing.  That  their  prices  were 
put  up  on  Stock  Exchanges  is  a  fact  which  is  altogether 
outside  our  present  argument.  We  see  Readings  quoted  to- 
day at  29,  or  58  per  cent.,  and  Eries  at  30.  But  if  these 
shares  yield  no  dividend  those  who  buy  them  must  not  blame 
the  railway  or  "water."  From  the  moment  a  shar6  leaves 
the  safe  of  the  company  the  latter  is  no  longer  in  anyway 
directly  responsible  for  its  quotation.  Shares  were  mostly 
given  away;  hence  whatever  they  pay  is  mostly  profit. 

But  not  only  is  water  no  longer  to  the  detriment  of 
investors;  it  positively  is  to  their  benefit.  All  that  has  been 
said  to*  the  contrary  notwithstanding,  water  emphatically 
begets   a  desire  on  the  part  of  railway  managers  to  charge 
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such  rates  as  will  pay  returns  upon  fictitious  capital.  Whether 
railways  will  succeed  in  all  cases  is  an  open  question; 
that  they  have  succeeded  in  many  is  beyond  dispute.  The 
New  York  Central,  the  Chicago  and  Northwestern,  and  many 
other  companies,  pay  good  dividends  upon  largely  inflated 
stock.  The  St.  Paul,  the  Northern  Pacific,  and  many  others 
are  trying  too.  Now  let  us  suppose  there  were  no  "water." 
Then  the  companies,  with  the  same  earnings,  would  pay 
enormous  returns,  probably  an  average  of  10  per  cent, 
or  even  more.  Would  the  nation  with  its  never  ceasing 
complaints  of  rates — would  the  State  Legislatures  which  reduce 
transportation  charges  as  soon  as  returns  upon  capital  exceed 
a  moderate  figure — permit  a  return  of  10  per  cent,  to  be 
paid  upon  railway  capital?  Surely  not.  Eveiybody  may  see 
through  such  a  de\Tice  as  watering  stock  to  conceal  profits, 
but  it  nevertheless  effects  its  object.  And  it  is  but  fair  that 
it  should  do  so.  Stock  was  given  away  and  "water"  created 
mainly  —  though  by  no  means  exclusively  —  to  give  some- 
thing which  in  the  future  would  reward  those  who  sacrificed 
in  the  past.  Hence  the  investor  of  to-day  receives  gi^eat 
benefits  from  the  wrongs  inflicted  upon  his  predecessor.  He 
receives  a  fine  rate  of  interest  on  bonds  which  he  bought 
at  a  discount;  he  gets  good  returns  upon  shares  which 
originally  cost  liim  nothing;  the  value  of  his  investment  in 
American  railways  has  risen  far  above  the  price  originally 
paid  for  it  ;  and  all  this  has  no  other  cause  than  the  much 
abused  "water,"  which  was  a  real  blessing  in  disguise.  In 
fact,  there  was  so  much  of  a  disguise  about  it  that  most 
people  did  not  see  its  true  nature  and  sold  their  holdings, 
so  that  others  got  the  benefit  of  their  former  losses. 

"Water,"  especially  with  the  more  solid  companies,  was 
simply  resorted  to  as  a  means  of  conceaUng  profits,  a  device 
which  as  we  have  seen  has  been  rendered  necessary  because 
the  nation  grudges  good  returns  to  railways;  and  it  has 
become  the  habit  of  railway  companies  to  pay  such  stock 
dividends,   in   other  words   to   water  their  capital  to  such 
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extent,  as  will  cause  every  dollar  of  actual  value  of  the 
property — a  value  which  constantly  increases — to  be  fully 
represented  by  the  aggregate  amount  of  their  bonds 
and  shares,  in  order  that  shareholders  may  receive  the  bene- 
fit of  the  appreciation  of  their  property,  and  redress  for 
wrongs  inflicted  upon  them  in  bygone  days. 


■■ 


CHAPTER  IX. 

SHARES     AND    BONDS. 

The  author  has  had  some  difficulty  in  arriving  at  a  definite 
decision  as  to  the  contents  of  this  chapter.  It  is  evident  that 
this  book  would  be  incomplete  without  any  reference  to  the 
various  securities,  but  the  question,  as  far  as  the  writer  was 
concerned,  was  not  only  where  to  begin  but  also  how  far 
to  go.  Shares  and  bonds  in  themselves  form  a  subject  to 
which  an  entire  volume  might  be  profitably  devoted  without 
exhausting  the  subject;  but  as  it  is  not  purposed  to  give 
much  space  to  side  issues,  a  conclusion  on  the  latter  point 
was  speedily  arrived  at.  As  to  where  to  begin  it  was  less 
easy  to  decide.  No  doubt  the  majority  of  readers  are  fully 
conversant  with  the  classification  of  shares  and  bonds,  and 
with  many  other  matters  dealt  with  in  this  chapter ;  and  this 
class  may  object  to  being  treated  as  abecedarians.  On  the 
other  hand  it  is  common  knowledge  that  there  are  numbers 
of  investors  to  whom  even  the  A  B  C  of  American  bonds 
and  shares  is  enshi^ouded  in  mystery,  and  in  view  of  this 
fact  the  author  ventures  to  subjugate  the  interest  of  the 
majority  to  that  of  the  minority,  feeling  sure  that  the  former 
will  forgive  what  they  must  regard  as  excessive  explicitness, 
while  the  latter  may  be  hoped  to  appreciate  it. 

Shareholders  being  the  real  owners  of  railways,  it  is  only 
fit  that  we  should  give  precedence  to  their  interest,  vested 
in   shares,    or,    as   Americans   would  say,  stock. 

As   is   the   case   with  EngUsli  shares,  American  raih^oad 
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share  certificates  stand  registered  in  individual  names;  but 
the  practice  of  transferring  them  differs  in  the  two  countries. 
In  England  the  transfer  is  upon  a  separate  deed,  whereas 
in  America  the  deed,  or  power  of  attorney,  is  printed  on 
the  back  of  the  share  certificate;  and  the  transfer  being 
signed  in  blank  by  the  registered  owner,  American  railway 
shares  vii-tually  are  bearer  scrip.  This  practice  has  produced 
a  system  which  has  led  to  a  great  deal  of  abuse  and 
inconvenience.  Shares,  especially  those  which  pay  no  dividend, 
pass  about  for  years  in  the  name  of  the  registered  owner 
although  the  latter  may  have  entirely  parted  with  them. 
Even  in  the  case  of  dividend-paying  shares  the  same  diffi- 
culty exists,  so  that  a  person  holding  stock  in  the  name 
of  another  has  to  produce  the  certificate  to  the  registered 
owner  who  collects  the  dividends. 

This  difficulty  is  considered  one  of  the  reasons  why  shares 
are  rather  unpopular  in  England,  especially  in  the  provinces, 
and  at  various  times  attempts  have  been  made  to  remove  the 
objections  arising  from  this  source.  In  Holland,  where  great 
amounts  of  American  securities  are  held,  the  difficulty  was 
emphasised  by  the  fact  that  the  majority  of  stock-owners 
were  unfamiliar  with  the  language  in  which  the  text  of 
shares  was  written,  and  in  consequence  about  half  a  dozen 
so-called  "bureaux  of  administration''  were  estabhshed  by 
leading  houses  where  shares  are  deposited  against  certificates ; 
and  these  bureaux,  having  direct  relations  with  the  various 
companies,  receive  dividends  in  bulk  and  distribute  them 
amongst  the  shareholders  after  deduction  of  a  small  com- 
mission for  collection.  It  is  evident  that  this  method  pos- 
sesses great  advantages,  not  the  least  ofwhich  is  that  share- 
holders without  much  trouble  can  be  represented  collectively^ 
which  results  in  then'  united  voting  powers  being  usually 
appUed  with  the  gi^eatest  effect  possible  under  the  cu'cum- 
stances.  ^ 

1  J.  D.  SantUhano,  Amerikaansche  Spooi-wegen,  p.  IX. 
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The  obvious  advantages  of  such  a  system,  namely  acces- 
sibility of  dividends  and  concentration  of  voting  powers,  have 
resulted  in  its  introduction  into  England  being  attempted 
some  8  years  ago,  when  the  English  Association  of  American 
Bond  and  Shareholders  was  founded.  To  all  intents  and 
purposes  this  association  is  identical  with  the  Dutch  bureaux, 
but  owing  to  some  opposition  by  other  interests  its  certifi- 
cates have  not  as  yet  been  accepted  on  the  London  Stock 
Exchange,  although  the  directors  feel  confident  that  in  due 
course  they  will  succeed  in  obtaining  a  concession  to  which 
no  serious  objections  can  be  made  and  which  elsewhere  has 
been  found  to  work  well.  ^ 

There  are  common  and  preferred  shares.  The  latter,  as 
their  name  implies,  enjoy  an  amount  of  preference,  varying 
in  most  indi\idual  cases,  but  always  consisting  of  prior  rights 
to  dividends.  Thus,  to  give  an  example  taken  at  random, 
St.  Paul  prefeiTcd  stock  is  entitled  to  seven  percent.,  non- 
cumulative,  after  fixed  charges  are  met,  before  anything  can 
be   distributed   on   the   common  shares.    The  company  has 


1  A  circular  issued  by  the  Association  thus  sets  forth  the  disadvantages  of  the 
existing  system: — 

1.  That  the  collection  of  dividends  from  nominal  holders  is  attended  with 
much  delay,  expense,  and  often  with  loss  of  the  dividend,  when  the  nominal  holder 
cannot  be  found.  In  case  of  the  death  of  the  registered  nominal  holder,  the 
collection  of  dividends  through  Trustees  is  almost  impossible,  and  in  all  cases 
involves  legal  expenses.  There  is  also  the  danger,  which  has  recently  been 
experienced,  of  Shares  being  passed  on  forged  transfers. 

2.  In  case  of  the  death  of  an  owner  of  American  Railway  Shares  who  holds 
the  Shares  registered  in  his  own  name,  the  transfer  to  executors  can  only  be 
obtained  by  the  original  Shares  being  sent  out  to  New  York  for  fresh  registration, 
together  with  a  certified  copy  of  the  will,  involving  much  delay,  the  cost  of 
insurance,  and  legal  expenses. 

The  advantages  arising  from  registration  of  shares  in  the  name  of  the 
Association  are  summarized  thus  :— 

1.  On  Shares  registered  in  the  name  of  the  Association  the  voting  power 
is  combined,  and  the  dividends  are  received  by  cable-transfer  on  the  day  of 
collection  in  America,  and  are  at  once  distributed  by  cheque  of  the  Association 
in  London. 

2.  To  avoid  the  risk  of  sending  Shares  through  the  post  to  be  marked  for 
Dividend  every  time  a  Dividend  is  payable,  the  Association  is  prepared  to  issue 
against  Shares  registered  in  its  nan.e  the  Certificates  of  the  Association,  counter- 
signed by  the  London  and  Westminster  Bank,  Limited,  against  the  original 
Shares  deposited  by  the  Trustees  and  Directors,  lodged  with  the  Bank.  To 
country  holders  this  is  a  gi-eat  convenience,  &fi  the  Certificates  bear  numbered 
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the  privilege  of  reserving  as  working  capital  a  sum  not 
exceeding  $250,000  over  the  floating  debt,  and  the  accrued 
interest  of  the  mortgage  bonds.  After  payment  of  7  per 
•cent,  on  preferred  stock  both  classes  share  fui'ther  profits 
pro  rata.  Preferred  stock  is  usually  non-cumulative,  and 
hence,  if  it  does  not  receive  its  full  dividend  in  any  given 
year  it  has  no  claims  to  payment  of  the  deficit  in  succeeding 
years.  There  are.  however,  a  few  instances  of  preferred 
stock  being  cumulative. 

As  regards  bonds  classes  are  more  numerous.    There  are: 

1.  Mortgage  bonds. 

2.  Equipment  bonds. 

3.  Land  Grant  bonds. 

4.  Collateral   Trust  bonds. 

5.  Prior  Lien  bonds. 

6.  Debentures. 

7.  Income  bonds. 

A  bond  generally  acknowledges  that  the  railway  issuing 
it  owes  a  certain  sum,  (usually  $1,000  but  sometimes  $500, 
or,  with  sterling  bonds,  £200  or  £100)  to  bearer,  payable 
on  a  fixed  date  and  at  a  certain  place;  it  stipulates  the 
rate  of  interest  and  the  intervals  at  which  such  interest  is 
payable;  it  states  the  amount  of  bonds  belonging  to  its  class 
issued,  and  the  property  pledged  as  security  for  the  payment 
of  principal   and  interest  (usually  inclusive  of  the  earnings 

coupons,  and  all  that  is  necessary  for  a  holder  to  collect  his  Dividend  is  for 
him  to  forward  the  Coupons  either  to  the  Association  or  to  his  Banker  or 
Broker.  The  payments  are  notified  very  thoroughly  tnrough  the  press,  thus, 
for  example  — 

The  English  Association  of  American  Bond  and  Share  Holders,  Ltd.,  will 
pay  on  and  after  [the  day  mentioned],  Coupon  No,  12  on  their  Certificates  re- 
presenting  Shares    in  the  Pennsylvania    Railroad  Company  at  the  rate  of 
3  per  cent,  (or  at  whatever  rate  is  declared  by  the  Company), 
3.    The   Certificates   of  the  Association  are  all  to  Bearer,  and  for  $1,000  each 
^either  10  Shares  of  $100  each  or  20  Shares  of  $50  each).   In  case  of  death  these 
Certificates  may  be  distributed  by  Executors  without  going  to  the  expense,  delay, 
and  trouble  of  obtaining  fresh  registration  on  the  books  of  the  Railway  Company. 
Holders  have  the  option,  if  they   desire  to   do   so,  of  retaining  the  original 
Shares  of  the  Railway  Company  registered  in  the  name  of  the  Association,  with 
Transfers  signed   in  blank,   and  obtaining  their  Dividends  on  presentation  of 
their  Shares  at  this  office  to  be  stamped  for  Dividends  claimed, 

American  Railroads.  10 
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of  such  property),  and  farther  gives  such  stipulations  as  to 
redemption  by  drawings  and  sinking  funds,  conversion  into 
other  bonds  or  shares,  etc.,  as  may  be  necessary  in  its 
individual  case.  Bonds  are  usually  signed  by  the  President 
and  the  Treasurer  of  the  railroad  company  and  by  the 
Trustees  to  whom  most  of  tliam  are  made  out,  and  who  must 
defend  the  rights  of  bondholders  should  the  company  fail 
to  meet  any  of  the  obligations  it  undertook  in  the  mortgage  deed. 

The  value  of  a  bond  depends  of  course  upon  that  of  the 
mortgaged  property  and  upon  the  extent  to  which  it  is 
mortgaged.  In  some  instances  division  bonds  are  issued 
which,  as  their  name  implies,  are  covered  by  divisions  and 
not  by  the  entire  railroad.  If  a  company  requires  funds  for 
extensions  it  often  issues  extension  bonds,  which  are 
secured  by  the  additional  Unes  built  with  their  proceeds,  and 
frequently  in  addition  by  rights  upon  the  other  property  of 
the  company,  these  rights,  of  coui'se,  ranking  after  those  of 
prior  mortgages  placed  thereon. 

Frequently  various  descriptions  of  bonds  are  consolidated^ 
and  thus  consolidated  or  general  mortgage  bonds  are  created. 
The  issue  of  a  general  or  "  blanket "  mortgage  is  usually 
resorted  to  with  the  double  aim  of  obtaining  new  capital  for 
extensions  and  of  unifying  various  older  descriptions,  such 
unification  being  as  a  rule  coupled  with  a  reduction  of 
interest,  if  possible  under  the  stipulation  of  mortgages  pre- 
viously issued  or  permitted  by  their  holders.  It  is  supeiHuous 
to  remark  that  such  reduction  is  never  voluntarily  acceded 
to  by  bondholders  unless  a  company  gets  into  straits  and  ia 
reorganised ;  and  hence  parts  of  general  mortgage  bond  issues 
are  kept  in  hand  until  existing  descriptions  fall  due,  when 
they  replace  them.  If  a  general  mortgage  is  issued  the  amount 
in  excess  of  the  portion  destined  to  retire  older  descriptions 
is  used  for  extensions  or  betterments ;  when  the  iirst  is  the  case 
they  have  prior  rights  upon  such  new  parts  of  the  system 
as  are  completed  with  their  proceeds ;  in  the  latter  event  it 
is   obvious   that  their  rights  must  yield  precedence  to  older 


CHAP.  IX.  SHAKES  AND  BOND   .  u: 


mortgages  resting  on  tlie  property.  In  consequence  of  the 
respective  rights  of  these  bonds  first,  second  and  third  mortgages 
etc.,  ai^e  spoken  of.  Equipment  bonds  are  issued  to  acquire 
rolling  stock,  and  are  secui*ed  by  a  mortgage  thereon. 
Akin  to  them  are  Car  Trust  Certificates,  not  met  with  in 
this  countrj^  nor  quoted  in  New  York,  by  the  aid  of  which 
rolUng  stock  can  be  bought  on  the  "  easy  payment "  system. 
These  certificates  are  due  at  frequent  intervals  —  usually 
semi-annually  —  and  are  secured  by  a  lien  upon  the  rolling 
stock  in  pajTnent  of  which  they  are  given. 

Land  Grant  Bonds  pledge  lands  granted  by  theGovem- 
ment  (see  p.  19)  as  a  guarantee  for  regular  payment  of 
dividends.  The  land  being  gradually  sold,  and  the  proceeds 
applied  to  the  retirement  of  land  gi^ant  bonds,  the  majority 
of  these  securities  have  been  redeemed  by  this  time.  Owing 
to  the  low  prices  realised  for  land  (usually  less  than  $2 
per  acre)  and  considering  the  rapid  rise  in  the  value  of 
real  estate,  it  would  probably  have  been  more  advantageous 
to  railways  to  have  retained  their  lands  for  some  time  to 
come,  but  need  of  funds  and  the  advisability  of  reducing 
fixed  charges  usually  induced  them  to  accelerate  these 
sales. 

Collateral  trust  bonds  are  issued  against  no  other  security 
than  funds  of  other  railways.  Many  of  the  greater  companies 
own  vast  amounts  of  stock  or  bonds  of  subsidiaiy  concerns 
wliich  securities  give  them  control;  the  Pennsylvania  RR. 
Co.  for  instance  possessesupwardsof  $150,000,000  (nominal) 
of  similar  securities.  When  new  funds  are  required  they 
are  often  obtained  upon  the  secuiity  of  bonds  of  subsidiaiy 
concerns  which  are  given  in  trust  to  trustees.  The  value 
of  trust  bonds,  like  that  of  all  mortgages,  depends  upon  the 
value  of  the  security  upon  which  the  advance  is  made, 
but  usually  the  securities  given  in  trust  yield  more  than  is 
required  for  the  service  of  the  collateral  bonds,  in  which 
case  the  surplus  as  a  rule  goes  towards  a  sinking  fund  out 
of  which  the  trust  bonds  are  redeemed. 

10* 
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Dcbenhtrea  are  not  frequently  met  with.  They  are  bonds 
witliout  any  special  collateral  security  ranking  after  specified 
raort.i^ago  bonds,  and  their  value  depends  enth-ely  upon  the 
financial  status  of  the  company  by  which  they  are  issued. 
Thus  in  1889  the  Wabash  issued  $30,000,000  Debentui'cs 
which  have  thus  far  yielded  no  returns  and  which  are 
practically  issued  upon  faith,  it  being  doubtful  whether  the 
Wabash  if  sold  to-day  would  yield  $30,000,000  more  than 
the  amount  of  its  other  funded  debt,  $48,000,000. 

1^'ior  lien  honds  likewise  are  not  frequently  met  with. 
They  wore  usually  issued  to  pay  debts  enjoying  precedence 
over  mortgage  bonds,  and  in  consequence  they  rank  before 
all  other  mortgages. 

Income  honds  more  resemble  prefeiTed  shares  than  bonds, 
no  dividend  being  paid  imless  earned.  At  the  same  time 
thev  are  akin  to  debentures  inasmuch  as  thev  are  not  issued 
upon  any  special  security  They  differ  from  preferred  stock 
because  no  voting  rights  attach  to  them,  and  from  debentui*es 
iniusmuch  as  interest  upon  them  in  the  majority  of  cases 
is  non-cumulative. 

In  many  cases  bonds  are  redeemed  by  shiking  funds. 
A  sinking  fund  is  created  by  payment  of  an  annual  sum 
(usually  Vj  or  1  per  cent.,  plus  interest  upon  retired  bonds) 
to  the  amount  of  which  bonds  are  cancelled,  such  bonds 
being  singleil  out  by  means  of  drawings  which  take  place 
at  stated  intervals.  Dra'vni  bonds  are  repayable  at  any  time, 
and  eeiise  to  bear  intei*est  from  the  date  on  which  thev 
fall  due. 

Gold  hands  are  so  called  because  they  are  repayable  in 
gold,  while  their  interest  must  also  be  paid  in  that  metal 
or  its  full  equivalent.  Gold  bonds  ai-e  issued  chiefly  because 
of  feai-s  concerning  a  depreciation  of  the  United  States 
currency,  a  fear  which  was  inspired  by  the  policy  of  the 
liovernment  which,  it  was  thought,  might  cause  agoldpi*e- 
mium  in  the  Republic. 

Tht   issue  of  shares  and  bonds,  as  has  been  pointed  out 
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in  Chapter  VITI.,  is  not  regulated  or  checked  by  legislatures, 
and  this  has  led  to  various  abuses.  Shares  were  usually 
given  away  and  bonds  frequently  issued  at  a  discount,  and 
sometimes  both  were  appropriated  by  unscrupulous  managers 
sans  autre  fomie  de  proces. 

Interest  and  Dividends.  The  net  revenue  of  railways, 
after  deduction  of  taxes  and  rentals  (which  are  usually 
classed  among  fixed  charges)  is  available  for  returns  upon 
capital.  Whatever  these  returns  may  be,  the  several  mort- 
gages have  the  first  claim  upon  them  according  to  their 
degree  of  priority,  and  if  we  omit  Collateral  Trust  and  Land 
Grant  Bonds,  which  as  it  were  secure  themselves  and  pay 
their  own  interest,  the  various  descriptions  of  bonds  will 
generally  be  found  to  rank  as  follows:^ — 

1.  Prior   Lien   Bonds. 

2.  First  Mortgage    „ 

3.  Second      „  „ 

4.  Third         „         „  etc. 

5.  Debentures. 

6.  Income  Bonds. 

It  may  be  useful  to  mention  that  there  is  another  class 
of  bonds,  rarely  met  with,  namely  Receivers'  Certificates. 
They  are  issued  by  Receivers  to  maintain  the  road,  in  other 
words  in  grave  emergencies  only;  and  for  this  reason  the 
Courts  have  granted  them  first  rights  upon  the  property 
and  placed  them  above  prior  lien  and  first  mortgage  bonds. 


CHAPTER  X. 


INTEREST    AND    DIVIDENDS. 


Regular  payment  of  interest  on  bonds  is  compulsory,  and 
its  omission  practically  places  a  company  in  a  bankrupt 
position,  exception  being  made,  of  course,  in  the  case  of 
income  bonds,  which  have  no  claim  to  interest  unless  earn- 
ed. With  regard  to  dividends,  as  distinct  from  interest, 
their  payment  is  left  entirely  to  the  discretion  of  managers, 
except  in  the  case  of  preferred  stock  where  it  usually  must 
be  paid  as  soon  as  earnings  exceed  fixed  charges  to  an 
extent  beforehand  stipulated.  In  no  case,  however,  does 
default  in  paying  dividends,  either  upon  preferred  or  common 
shares,  signify  insolvency. 

Jn  America  the  declaration  of  dividends^  especially  upon 
unprivileged  shares,  rests  entirely  with  the  directors,  and 
is  neither  subject  to  the  approval  of  shareholders,  nor  sub- 
mitted to  their  consideration  at  annual  meetings  as  is  the 
case  elsewhere.  As  will  be  seen  below,  it  is  most  regular 
with  the  higher  order  of  companies,  but  fluctuates  consider- 
ably with  corporations  whose  finances  rest  on  a  basis  the 
soundness  of  which  is  not  quite  of  the  first  order.  Dividends 
are  mostly  paid  at  regular  intervals  and  in  cash,  but  scrip 
dividends,  although  far  less  frequent  than  before,  continue 
to  bo  distributed.  The  desirability  of  stock  dividends  being 
discussed  elsewhere  (p.  129)  it  is  but  necessary  to  state  here 
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that  they  are  paid  by  the  coinpanies  in  order  to  compensate 
shareholders  for  the  non-payment  of  cash  dividends,  and  be- 
cause it  is  desirable  to  conceal  profits  in  order  to  prevent 
Legislatures  from  depriving  the  owners  of  railways  of  legi- 
timate benefits  resulting  from  the  increase  in  value  of  their 
properties. 

The  great  amount  of  discretion  directors  are  endowed 
with  has  often  afforded  reason  for  regi*et,  and  still  more 
frequently  w^as  supposed  to  do  so;  and  it  cannot  be  doubted 
that  if  all  the  consequences  could  have  been  foreseen  a 
check  would  have  been  provided  before  it  was  too  late ;  nor 
can  it  be  questioned  that  the  practice  has  frequently  led  to 
disappointment  and  tends  to  promote  dishonesty.  It  leads  to 
disappointment  because  the  pubhc  persists  in  over-estimating 
the  returns  upon  capital;  it  constitutes  a  temptation  to 
dishonesty  because  the  absence  of  control  on  the  part 
of  shareholders  may  induce  directors  to  manipulate  the 
markets. 

Most  companies  regularly  publisli  traflftc  statements  at 
frequent  intervals,  usually  weekly;  and  from  them  the  public 
sees  the  state  of  business  and  draws  conclusions  as  to  the 
I'eturns  which  may  be  expected  upon  capital.  With  regard 
to  the  latter,  however,  it  can  in  the  case  of  a  great  number 
of  companies  form  no  veiy  correct  estimate  of  coming  divi- 
dends, simply  because  it  cannot  always  positively  rely  upon 
receiving  direct  benefits  from  good  years.  There  are  com- 
panies —  and  their  number  fortunately  increases  as  time 
goes  on  —  which,  because  of  their  sound  financial  position 
and  their  unquestionable  integrity,  and  also  with  due  regard 
for  their  own  credit,  pay  dividends  at  regular  intervals  and 
vaiying  as  little  as  possible.  To  this  class  belong  the  Penn- 
sylvania and  New  York  Central,  most  Yanderbilt  lines,  and 
several  other  companies  wiiich  have  accumulated  substantial 
reserves  safeguarding  against  erratic  fiuctuations  of  dividends. 
But  by  no  means  all  corporations  have  succeeded  in  accu- 
mulating reserves  providing  against  emergencies,  and  hence 
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their  dividends  possess  no  great  degree  of  stability,  and  move 
up  and  down  with  business;  and  trade  and  industries  are 
subject  to  fluctuations  more  frequent  and  spasmodic  in  America 
than  in  any  other  country.  A  natural  result  is  that  with 
many  companies  prospective  dividends  are  a  matter  of  the 
greatest  uncertainty,  especially  because,  apart  from  fluctua- 
tions of  trade,  there  are  additional  causes  of  considerable 
deviations.  The  regularity  of  dividends  is  liable  to  be  disturbed 
by  numerous  exigencies,  such  as,  for  instance,  surplus 
revenue,  which  otherwise  would  have  gone  to  shareholders, 
being  unexpectedly  required  to  meet  emergencies,  to  effect 
betterments,  etc. 

Whether  it  is  right  that  such  emergencies  and  outlays^ 
notably  the  necessity  of  betterments,  should  at  once  affect 
shareholders,  in  other  words  wliether  they  should  be  paid 
out  of  earnings  or  defrayed  by  the  proceeds  from  new 
issues,  is  a  much  debated  question.  The  improvement  of  rail- 
road property  is  not  only  desirable  because  it  reduces  ex- 
penses ^ro  raia^  increases  efficiency  and  expands  business,  but 
it  is  often  absolutely  necessaiy  because  lines  may  pass  into 
such  a  state  of  deterioration  or  remain  so  far  behind  the 
times  that  traffic  declines,  expenses  increase,  and  profits 
become  an  utter  impossibiUty.  Whenever  improvements  are 
urgently  required  to  maintain  the  good  condition  of  a  pro- 
perty, or  desirable  in  order  to  increase  business,  reduce  ex- 
penses, and  enhance  profits,  there  can  be  no  objection  to 
large  sums  being  judiciously  spent  upon  them;  on  the  con- 
trary-, such  expenditure  must  needs  prove  true  economy  in  the 
end.  Whether  the  funds  required  for  these  betterments  should^ 
however,  be  deducted  from  earnings  or  provided  for  by  new 
issues  of  shares  or  bonds,  is  a  matter  concerning  wliich 
various  views  prevail.  In  theory  each  method  must  be  of 
ultimate  benefit  to  the  shareholders,  but  in  practice  it  is 
difficult  to  generalize  because  the  constitution  of  companies 
varies  from  one  extreme  to  the  other:  that  which  may  be 
good   for  the  Baltimore  and  Ohio  witli  its  small  amount  of 
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stock  may  not  suit,  say,  the  Reading.  And  granted  that 
charging  betterments  to  capital  may  be  preferable  to  charging 
them  to  income,  the  fact  that  a  company's  credit  is  exhaust- 
ed may  effectually  prevent  it  from  doing  that  which  would 
be  best,  and  compel  it  to  do  that  which  is  less  commendable 
but.  more  feasible.  With  regard  to  the  ultimate  benefit 
shareholders  must  reap  from  betterments,  no  matter  w^hether 
they  are  paid  out  of  earnings  or  out  of  capital,  it  should 
be  remarked  that,  since  shares  change  hands  frequently,  the 
payment  of  betterments  out  of  capital  is  advocated  on  account 
of  this  being  the  justest  method,  and  because  othei'wise  A 
may  forego  a  dividend  to  pay  for  betterments  from  wliicli 
B  derives  the  advantage. 

Occasionally  it  happens,  although  by  no  means  as 
frequently  as  it  used  to,  that  a  dividend  is  passed  for  no 
other  reason  than  because  it  suits  the  speculative  schemes  of 
those  in  control,  the  comparatively  recent  occurrence  with 
Missouri  Pacific  shares  being  regarded  as  one  of  these  rare 
instances.  It  is  in  connection  with  similar  discreditable  events 
that  the  vast  discretionary^  powers  of  managers  really  give 
the  pubUc  reason  for  regret;  in  the  majority  of  other  cases 
which  induce  the  public  to  regret  such  powers  the  cause 
for  complaint  is  not  real,  but  either  misinteipreted  or  mis- 
represented. 

A  company  may  earn  a  fair  dividend,  yet  it  may  or  may 
not  distribute  one,  as  the  directors  decide ;  and  although  as 
a  rule  self-interest  compels  them  to  act  honestly,  while  also 
their  motives  on  the  whole  are  straightforward,  it  cannot  be 
denied  that  temptation  to  an  abuse  of  power  exists,  while 
it  is  equally  certain  that  not  all  can  resist  that  temptation. 
It  is  within  the  power  of  American  railroad  managers  to 
influence  the  markets  by  disappointing  general  expectations, 
and  wherever  such  power  can  be  found  there  must  be  human 
beings  who  will  yield  to  the  temptation  to  use  it.  I  shall  not 
say  that  many  actually  do  yield;  I  am  positive  that  such 
an  accusation  would  be  a  gross  injustice  towards  a  class  of 
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men  who  mast  be  found  by  everybody  who  comes  in  contact 
with  them  to  possess  a  degree  of  integrity  such  as  they  are 
not  generally  credited  with  No  doubt  there  are  a  few. 
notably  connected  with  minor  companies  occupying  no  pro- 
minent position,  who  would  never  hesitate  to  declare  or  pass 
any  dividend  calculated  to  suit  their  purposes ;  but  emphatically 
it  is  not  so  with  the  vast  majority  of  railway  dh*ectors,  at 
least  not  if  the  prevailing  opinion  of  prominent  American 
financiers  goes  for  anything.  As  far  as  I  could  ascertain 
but  few  Americans  incline  towards  the  belief  that  railway 
directors  as  a  body  create  sensations  to  further  then'  own 
plans;  on  the  other  hand  it  seems  to  be  generally  held 
that  some  use  *'  inside  "  information.  They  will  not  pur- 
posely create  sensations ;  bat  if  on  account  of  inside  information 
they  know  that  they  must  do  so,  they  are  presumed  to  spe- 
culate upon  such  knowledge.  Even  this  is  bad  enough,  and 
in  spite  of  its  gradual  abolition  must  have  an  unwholesome 
effect  upon  integrity.  But  on  the  whole  the  vast  majority 
of  presidents  and  directors  of  to-day  are  above  suspicion, 
their  number  increasing  rapidly  with  the  general  improve- 
ment of  business  morality. 

The  fact  that  a  few  adventurers  continue  to  exist  is,  however, 
apt  to  cause  prejudice ;  and  no  matter  how  great  the  improve- 
ment may  have  been,  in  England  we  continue  to  fix  our  eyes  on 
the  weak  spot,  and  in  spite  of  marvellous  changes  retain  our 
former  prejudices.  Once  we  had  every  reason  for  being 
suspicious  and  circumspect;  but  wliile  the  reasons  have  dis- 
appeared for  by  far  the  greater  part,  suspicion  still  remains. 
With  regard  to  the  disappointment  caused  by  American 
railway  dividends  two  facts  cannot  be  stated  with  too  much 
stress:  firstly,  American  railroad  directors  of  to-day  no 
longer  are  as  of  yore;  secondly,  when  we  suspect  that 
frauds  are  the  cause  of  our  disappointment  we  often  forget 
that  our  expectations  were  too  high.  With  regard  to  most 
secmities,  and  especially  with  regard  to  American  railway 
stock,  people  are  sanguine  in  their   anticipations  and  suspi- 
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cious  in  their  disappointment.  Expectations  are  usually 
too  high  in  America  as  well  as  here;  only  people  "over 
there"  are  less  suspicious,  but  far  more  optimistic.  What 
this  leads  to  is  evident.  For  instance,  great  expectations 
are  universally  entertained  with  regard  to  the  splendid  crop 
of  1891  upon  the  dividends  of  1892 ;  yet  it  may  be  taken 
for  granted  that  results,  however  good,  will  remain  below 
anticipations. 


CHAPTER  XI. 

EARNINGS   AND    EXPENSES. 

Every  one  of  the  developments,  events  and  conditions  to 
which  reference  has  been  made  in  foregoing  pages  has  an 
influence  upon  the  revenue  of  American  railroad  companies ; 
if  they  had  not  it  would  have  been  needless  to  have  devoted 
any  space  to  them.  In  some  instances  I  have  endeavoured 
to  formulate  the  effect  of  given  causes  upon  earnings,  but 
on  account  of  the  complex  nature  of  the  various  branches 
of  railway  business  it  was  impossible  to  do  this  in  every 
case.  Nor  was  it  necessary  to  trace  and  formulate  the  exact 
influence  of  every  new  development  upon  railways;  many 
conditions  neutralise  and  offset  each  other,  and  moreover 
they  are  of  far  less  importance  separately  than  collectively. 
What  is  necessary  is  not  an  overwhelming  mass  of  confusing 
detail  which  prevents  one  seeing  the  forest  because  there 
are  so  many  trees,  but  a  bird's-eye  view  of  the  effect  of 
all  causes  put  together  upon  revenue  and  rentability  of  Ame- 
rican railways  as  a  whole. 

There  can  prevail  little  doubt  as  to  what  figures  are  most 
likely  to  sen'e  our  purpose.  Mr.  Poor,  the  Interstate  Com- 
mission, and  the  Census  Oflftce  have  each  collected  a  mass 
of  valuable  statistics,  but  of  these  only  one  kind  is  suitable 
for  our  present  purpose.  The  total  net  or  gross  earnings 
of  the  entire  system,  of  individual  groups,  and  other  matters 
may  be  of  much  interest  and  illustrate  the  growth  of  rail- 
ways  and   the   prominent   part  they  took  and  still  take  in 
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the  development  of  the  Repubhc,  but  as  to  their  own  pro- 
gress and  success  as  commercial  enterprises  nothing  but 
statements  showing  earnings,  etc.,  pei-  mile  of  road  can 
be  of  the  slightest  service  as  an  impartial  indication. 

Before  giving  such  statistics  it  may  be  useful  to  briefly 
recall  the  various  influences  affecting  earnings.  Some  of  these 
were  for  good,  others  for  evil,  and  scarcely  one  has  been 
either  without  its  compensation  or  disadvantages.  The  decline 
in  rates  led  to  an  increase  in  the  volume  of  business  and 
to  economies  by  means  of  marvellous  attainments  in  the  art 
of  moving  freight  cheaply;  competition  first  resulted  in  a 
.  veiy  serious  dechne  in  earnings  on  account  of  rate  wars, 
but  later  it  begot  consohdation,  its  own  cure,  and  in  a 
similar  manner  consequences  became  causes  and  eveiything 
which  had  a  bearing  upon  railways  involved  so  many  changes 
in  various  ways  and  had  so  many  aspects  that  it  would  be 
well-nigh  impossible  to  trace  each  influence  through  all  its 
ramifications.  The  following  diagrams,  however,  show  the 
principal  causes  affecting  the  revenue  of  railways :  — 
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PART    III. 


A. — Causes  of  Decline  in  Earnings, 


1.  Injudicious  construction. 

2.  Profits  to  be  made  out  of  construction. 

3.  Parallelling. 

4.  Disproportion    between  supply  and  de- 

mand of  transportation. 

5.  Unequal    basis    for    earnings  owing  to 

varying  amount  of  water. 

6.  Struggle  for  supremacy. 

7.  Manipulation  of  Stock  Exchanges. 

8.  Vigorous  competition. 

1.  Discriminations. 

2.  Pools. 

3.  Free  Passes. 

4.  Objections  to  watering. 

5.  Alleged  excessive  nature  of  rates. 

1.  Free  Passes. 

2.  Rate  Cutting. 

3.  Maintenance  of  scalping  system. 

4.  Superfluous  agents. 

5.  Injudicious  advertising. 

6.  Exacting  demands  of  public. 

7.  Loan  of  Pullman  cars. 


A.  Rate  Wars. 


B.  Legislation. 


C.  Waste  of 
Revenue. 
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B, — Causes  of  Decrease  in  Expenses. 


1.  Leases. 

2.  Traffic  agreements. 

3.  Traffic  associations. 

4.  Other  means  of  promoting  harmony. 

1.  Rapid  development  of  the  country. 

2.  Increasing  volume  of  freight. 

3.  Increasing  travel. 


} 


A.  Consolidation. 


B.  Increase  in  vo- 
lume of  Business. 


a? 

<D 


1. 

2. 

•  > 

4. 
5. 
6. 


Savings  arising  from  consolidation.  \ 

Decrease  of  dead  weight.  i 

Increased  power  of  locomotive  engines,  f 

Increased  service  got  out  of  rolling  stock.  ^ 

Substitution  of  steel  for  iron  rails.  \ 

Improvements  of  road  bed.  , 


C.  Economy  in 
Working. 


a? 


The   effects    of  the   decline   in  rates  and  expenses  upon 
earnings  is  shown  by  the  following: 
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Comparalive    Statement   showing    average   earnings   per   mile 
on  all  American  Railroads  for  a  number  of'  year's. 


rasa. 

Freight 

1        Gross 

1 

;        Net 

operating 
Expenses  per 

Percentage 

Year. 

Earnings. 

Earnings. 

Earntngtt, 

\    Earnings. 

tntle 

of  net 

$ 

$ 

$ 

s 
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earnings. 

1882 

1,926 

4,824 

7,377 

2,670 

4,707 

36-39 

1883 

1,951 

5,092 

7,461 

2,702 

4.759 

36-22 

.'884 

3,873 

4,404 

6,663 

2,318 

4,355 

34-82 

1885 

J, 61 2 

4,219 

6,265 

2.185 

4,180 

34  88 

1886 

),693 

4,379 

6,570 

2,376 

4,194 

36- 16 

1887 

1,756 

4,649 

6,861 

2.444 

4.417 

35-55 

1888 

•     1,729 

4,379 

6.540 

2,045 

4,495 

31-28 

1889 

3,688 

4,333 

6.455 

2,068 

4,387 

32  05 

1890 

1,732 

4,686 

6,875 

2,162 

4,713 

31-46 

On  the  whole  it  appears  that,  after  making  due  aUowance 
for  the  fluctuations  of  trade  wliich  cause  annual  receipts  to 
move  somewhat  erratically,  earnings  per  mile  are  no  better 
now  than  they  were  ten  years  ago,  while  they  remain  con- 
j^iderably  below  those  of  earlier  periods.  The  volume  of 
business  has  been  increasing  at  a  more  rapid  rate  than  the 
mileage  of  railways ;  ^  but  the  favourable  influence  wliich 
tliis  indisputable  fact  would  have  had  upon  earnings  has  been 
more  than  ofi'set  by  the  fall  in  rates,  and  the  inevitable 
result  has  been  that  with  an  ever  increasing  traffic  net  profits 
per  mile  have  steadily  declined,  it  appears  to  the  extent  of 
about  20  per  cent,  in  eight  years.  In  consequence  the  renta- 
bility  of  railroads  could  not  but  fall  in  spite  of  growing 
business ;  but  at  this  juncture  it  should  be  observed  that  it 


*  The  subjoined  table  shows  exact  propoitious: 


Mileage 

Tons  of  freight 

moved  1  mile. 

Number  of  pass 


Increase 

1882 

1890 

per  cent 

y5,762 

157,976 

64-3 

39,302  mill. 

79,192  mill. 

96-4 

7,4b3    , 

66-2 
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declined  not  in  the  same  ratio  as  profits  per  mile,  but  a 
little  less,  a  fact  explained  by  the  decrease  in  "  capital  per 
mile"  which  has  been  an  outcome  of  very  economical  con  • 
struction  during  recent  years.  ^ 

If  railways  thus  fail  to  derive  any  advantage  from  the 
growth  of  business,  or  rather  if  in  spite  of  such  growth  they 
constantly  earn  less  per  mile,  the  investor  is  likely  to  ask 
whether  then-  revenue  will  continue  to  gi*ow  proportionately 
smaller  in  spite  of  then*  increasing  traffic.  To  this  query 
I  do  not  hesitate  to  answer  in  the  negative.  The  failui'e  to 
profit  by  such  increase  must  be  attributed  to  two  causes, 
constant  construction  and  declining  rates.  I  am  not  prepared 
to  say  whether  this  decline  has  been  stayed,  but  it  is  evident 
that  it  cannot  go  much  fuilher.  It  is  otherwise  with  the 
growth  of  business,  of  which  we  may  anticipate  a  continued 
expansion  for  decades  to  come,  and  therefore  traffic  will 
increase  while  earnings  per  ton  mile  cannot  possibly  decline 
very  much.  The  only  event  which  could  interfere  with  the 
benefits  which  must  necessarily  arise  from  fuilher  develop- 
ment of  the  countiy  would  be  such  an  increase  of  mileage 
as  would  keep  pace  with  the  growth  of  business. 

The  rapid  construction  of  new  lines  withheld  from  the 
older  routes  the  advantages  which  otherwise  would  have 
been  inseparable  from  an  increasing  amount  of  freight,  for  it 
was  by  this  never-ceasing  construction  that  the  disastrous 
disproportion  between  supply  and  demand  of  transpoiiation 
was  maintained,  and  that  we  were  disappointed  in  our  expec- 
tation that  the  country  would  gi'adually  grow  up  to  the 
railways. 

The  future  remunerativeness  of  American  railways  there- 
fore depends  chiefly  upon  the  extent  of  future  construction. 
Whether  this  construction  will  be  resumed  as  soon  as  earninsrs 


^  The  cost  of  road  and  equi  )meiit  fell  from  $35,059  per  mile  in  1885  to  853,783 
in  1890.  It  may  be  assumed  that,  after  making  due  allowance  for  the  issue  of 
"water,"  roads  of  recent  construction  have  cost  not  more  than  an  average  of 
$30,000  per  mile. 
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per  mile  increase  is,  of  course,  a  question  which  cannot  be 
positively  answered  now,  but  it  does  not  seem  as  if  reckless 
construction  as  it  was  witnessed  after  the  War,  in  1883,  and 
in  1887,  will  be  again  indulged  in.  In  recent  years  the  per- 
centage of  new  mileage  constructed  each  year  has  shown  a 
tendency  to  grow  smaller  and  smaller,  and  since  1887,  the 
year  of  the  latest  "craze,"  the  annual  increase  has  never 
amounted  to  more  than  four  per  cent.  —  still  a  formidable 
percentage,  but  a  proportion  decidedly  below  the  increase 
in  the  productive  capacity  of  the  nation.  If  construction  is 
carried  on  at  no  faster  pace,  business  will  increase  quicker 
than  railways;  but  this  "if  is  significant,  for  we  must  not 
expect  that  no  more  railway  booms  will  be  witnessed.  As 
long  as  booming  is  a  business  in  which  eveiy  good  American 
revels  and  delights  we  shall  see  railway  crazes;  and  when- 
ever circumstances  are  favoiu*able,  railways  will  be  "  boomed 
for  all  they  are  worth."  But  with  all  that  it  is  not  likely 
that  we  shall  ever  again  witness  such  crazes  as  in  the  golden 
days  of  yore,  when  a  fooUsli  public  supplied  funds  without 
stint.  The  construction  of  a  railway  is  not  now  as  profit- 
able as  it  used  to  be,  since  the  tricks  of  the  trade  are 
universally  known  and  the  trade  itself  disapproved  of;  funds 
are  no  longer  found  as  readily  as  they  once  were,  and  in 
addition  the  giant  systems  of  to-day  are  not  so  easily  cowed 
or  coyed  into  "buying  out''  as  were  the  petty  companies  of 
the  seventies.  A  parallel  line  is  no  longer  invariably  valuable 
to  its  owner,  and  instead  of  making  its  "  boss  "  wealthy  it 
may  bankrupt  him.  Construction  is  less  profitable  and  more 
risky  now  than  it  was  some  time  ago,  and  for  that  reason 
it  does  not  seem  probable  that  it  will  be  again  indulged 
in  to  an  extent  which  will  withhold  from  the  railways  the 
long  anticipated  benefits  accruing  from  growth  of  the 
country.  It  is  not  Ukely  that  earnings  "  above  10  per  cent, 
of  cost,"  in  other  words  earnings  as  they  should  be,  will 
continue  to  tempt  the  construction  of  rival  lines. 

We   must   therefore  assume  that  earnings  per  mile  in  all 
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probability  will  improve  rather  than  the  reverse;  but  this 
assumption  answers  but  one  half  of  the  question:  What 
will  be  the  future  earnings  of  American  railroads?  Before 
we  can  give  a  full  reply  to  this  query  we  must  see  how 
expenses  move. 

The  above  table  shows  that  net  earnings  in  their  propor- 
tion to  gross  fell  from  36*39  per  cent,  in  1882  to  31 '46 
in  1890;  in  other  words,  expenses  rose  from  63*61  to  69*54: 
per  cent,  of  earnings.  As  we  have  shown  in  a  preceding 
chapter,  expenses  'per  se  constantly  fall;  and  the  inference 
we  must  di'aw  from  the  apparently  contradictory  nature  of 
the  fact  and  the  figure  is  that  expenses  rose  not  in  them- 
selves, but  only  in  theh'  proportion  to  the  decline  in  earnings. 
The  table  on  p.  158  indicates  that  operating  expenditure  was 
no  larger  in  1890  than  in  1882,  although  there  was  a  much 
larger  traffic;  and  in  most  intervening  years  it  was ^  even 
smaller,  although  traffic  grew  at  the  average  rate  of  about 
2  per  cent,  per  annum. 

A  considerable  reduction  in  expenses  has  therefore  taken 
place,  and,  as  we  have  seen  before,  this  has  been  a  result 
of  technical  improvements.  These  have  worked  wonders  for 
railways,  nay,  were  salvation  to  the  entire  interest,  since 
but  for  them  it  would  have  been  and  would  still  be  an  utter 
impossibility  to  carry  on  railway  business  at  a  profit. 

There  is  in  the  United  States  no  railway  which  has  reduced 
its  expenses  by  technical  improvements  to  a  gi^eater  extent  than 
the  Lake  Shore;  and  to  demonstrate  the  downwai'd  course 
of  working  expenditure  I  quote  the  following  figures  from 
the    21st  Annual  Report  of  that  well-managed  company: — 


Y  I  Knrnings  per    Expenses  per  .  Xet  earn,  per 

;  mile  of  road,      mtle  of  rond.      mile  of  road. 


Hate  per  ton 
per  mile. 


$         ;  $         .  S 


c. 


1870 I        13,363  8,261  5,075  1.50 

1875 

li<80 


i  1885. 


12,284       I        8,963  3,321  l.Ol 

15,922  8,864  7,076  0.75 


10,545  6,929  3,616 

18i)0 I        14,437       I         9,839  3,598 


0.55 
0.63 
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In  twenty  years,  therefore,  expenses  on  this  railway 
only  rose  from  $8,261  to  $9,839  per  mile,  in  spite  of  the 
movement  of  freight  having  grown  to  250  per  cent,  above 
its  former  proportions;  and  owing  to  the  remarkable  reduc- 
tion in  the  cost  of  moving  its  freight  the  company  makes 
approximately  the  same  profit  per  mile  now,  with  a  rate  of 
0.626c.,  as  it  did  fifteen  years  ago,  when  it  received  1  c. 
per  ton-mile.  Its  operating  expenses  have  shrunk  to  0.416c. 
per  ton-mile,  and  this  has  been  possible  because  the  line 
has  one  of  the  most  perfect  roadbeds  to  be  found  in  the 
United  States.  Other  railways  do  not  move  their  freight 
as  cheaply;  the  Wabash,  for  instance,  in  1891  had  expenses 
amounting  to  0.563c.  per  ton-mile,  and  vast  as  this  discrepancy 
is  it  is  entirely  accounted  for  by  the  difference  between 
the  physical  condition  of  the  two  roads,  the  geographical 
situation  of  the  Wabash  being  as  good  as  that  of  the  Lake 
Shore,  and  perhaps  better. 

We  see  from  this  that  expenses  can  be  considerably 
reduced  by  excellence  of  roadbed,  and  in  connection  with 
our  inquiry  into  the  probabiUty  of  a  decrease  in  operating 
expenditure  this  fact  is  of  great  moment.  Improvements 
are  effected  everywhere  as  fast  and  as  far  as  finances  per- 
mit; and  my  comparison  between  the  Lake  Shore  and  the  Wa- 
bash, apart  from  showing  the  great  value  of  betterments, 
unmistakably  points  to  the  likelihood  of  a  further  reduction 
in  operating  expenditure  per  mile  of  road.  The  great  differ- 
ences existing  between  the  technical  perfections  of  one  road 
and  another  are  gradually  effaced  because  all  inferior  roads, 
recognizing  the  paramount  importance  of  such  perfections, 
introduce  them  as  fast  as  circumstances  permit. 


Earning  and  revenue  statements  are  frequently  issued  by 
most  companies,  and  on  the  whole  this  affords  reason  for 
satisfaction,  since  it  keeps  the  public  well  informed  concern- 
ing the   business  of  the  more  important  lines.  Yet  the  fact 
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should  not  be  overlooked  that  such  statements  are  very  apt 
to  lead  to  wi'ong  deductions.  Gross  earnings  may  be  small, 
but  net  revenue  excellent,  and  vice  versa.  At  the  same 
time  revenue  may  be  good  but  returns  upon  capital  maybe 
curtailed  by  unforseen  expenses,  or  the  opposite  may  happen, 
and  in  addition  there  are  so  many  peculiarities  pertaining 
to  every  railway  and  its  traffic  statements  that  their  meaning 
in  Wall  Street  as  well  as  in  London  is  not  reaUsed  except 
by  a  very  few  persons  possessing  an  exceptional  knowledge 
of  the  various  lines.  This  is  the  reason  why  most  statements 
fail  to  have  any  but  a  transitory  influence  upon  markets; 
as  a  rule  they  are  so  much  misinterpreted  that  their  effect 
upon  the  market,  an  effect  which  rarely  would  be  observed 
but  for  the  fallacious  deductions  of  the  uninitiated,  rarely 
lasts  beyond  a  day. 

Traffic  statements  are  of  importance  to  speculators,  and 
this  is  why  they  are  not  unfrequently  manipulated  by  these 
who  "  pull  the  strings."  To  the  bona  fide  investor  isolated 
statements  are  of  small  importance;  they  indicate  very  little, 
and  it  is  only  in  a  series  that  he  can  sometimes  see  the 
shadows  which  coming  events  cast  ahead. 

With  regard  to  earnings  and  expenses  it  does  not  seem 
advisable  to  enter  into  generahsations ;  companies,  like  indi- 
viduals, differ  in  earning  power  and  also  in  spending  propen- 
sities. Some  do  nicely  with  a  moderate  income  and  others, 
notably  those  burdened  with  debts  contracted  in  their  youth, 
find  it  difficult  to  make  both  ends  meet  in  spite  of  a  veiy 
handsome  revenue.  A  few  understand  the  art  of  living  ac- 
cording to  income;  many  have  not  learned  this  yet,  and 
some  act  unwisely  to  keep  up  appearances.  Under  these 
cu'cumstances  it  is  difficult  to  generalise.  Yet  I  will  make 
a  few  cursory  remarks  which  apply  to  most  railways. 

As  regards  earnings,  their  sources  vary  in  different 
parts  of  the  countiy.  In  the  Eastern  and  Central  States 
where  competition  is  keen  and  the  movement  of  freights 
large,  we  find  low  rates ;  in  the  Far  West,  where  there  are 
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neither  many  railways  nor  many  sliippers,  they  are  very  high. 
By  way  of  shelving  the  contrast  I  will  mention  that  in  the 
East  the  average  rate  does  not  exceed  0.82c.,  while  in  the 
Pacific  States  1.58c.  per  ton-mile  is  charged  on  the  average. 
On  most  railways  earnings  vary  according  to  months.  In  the 
agricultural  states  they  are  heaviest  in  October  and  Novem- 
ber; in  the  South,  notably  in  the  cotton  countiy,  traffic  is 
largest  in  September,  October,  November,  and  Januaiy.  Coal 
and  iron  traffic  varies  according  to  the  state  of  trade,  the 
fonner  being  also  gi'eatly  influenced  by  mild  or  severe  win- 
ters, which  also  tell  upon  the  shipment  of  lumber.  Rocky 
Mountain  mining  depends  much  upon  the  price  of  silver, 
and  hence  cheap  silver  is  detrimental  to  systems  in  that 
region.  It  is  so  eAident  that  good  crops  influence  railway 
business  that  no  attention  need  be  called  to  that  fact,  but 
it  may  be  useful  to  remark  that  wliile  an  occasional  boom 
temporarily  benefits  railways  of  a  particular  region,  the 
dulness  always  following  in  its  wake  brings  about  a  reaction. 

As  regards  expenses,  the  heavier  traffic  is  the  lower  they 
will  be  ;pro  rata.  In  the  East  they  are  lowest,  OAving,  firstly, 
to  the  better  condition  of  railways  and  rolling  stock,  secondly 
because  of  comparative  cheapness  of  fuel  and  labour,  and 
thirdly  on  account  of  there  being  usually  freight  both  ways. 
In  the  West,  especially  beyond  the  Rocky  Mountains,  fuel 
and  labour  are  dear,  Unes  bad,  and  many  cars  are  "  loaded  back 
empty."  Expenses  are  at  their  minimum  with  "low"  freights 
because  these  are  hauled  over  long  distances  and  can  be 
despatched  in  full  train  loads,  while  they  need  not  be  conveyed 
at  great  speed.  Corn,  lumber,  cotton  and  coals,  particularly 
the  latter,  can  be  carried  cheaper  than  anything  else,  especially 
if  the  "du*ection  of  trade"  is  down  gi^ade,  as  with  minerals 
it  mostly  is.  The  question  whether  there  are  return  freights 
or  not  is  one  of  the  most  vital  importance ;  and  in  order  to 
get  such  freights  railways  will  frequently  make  very  low 
rates,  since  almost  everything  they  get  is  profit. 

Expenses   can   sometimes   be   cut   doAvn   to    an  amazing 
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extent.  After  costly  improvements,  they  usually  diminish, 
but  if  need  be  they  can  be  made  to  shrink  by  suspending 
small  betterments,  by  discharging  employees,  and  by  other 
devices.  Of  course  such  reductions  are  of  too  clumsy  a 
nature  to  deceive  in  the  long  run;  but  they  serve  their  pur- 
pose for  the  time  being  —  one  more  reason  to  be  cautious 
with  traffic  statements.  Earnings,  too,  can  be  padded  in  various 
ways,  especially  if  great  shippers  pull  the  wires.  I  have 
been  told  that  some  great  Chicago  •"'  packers  "  who  are  behind 
a  well-known  Northwestern  system  have  it  in  their  power  to 
raise  its  revenue  to  the  extent  of  $200,000  a  month  by 
directing  their  freights  over  its  lines.  All  this  neither  enhances 
the  value  of  traffic  statements,  nor  that  of  the  comments 
based  thereon  by  people  who  cannot  be  "in  the  know." 


CHAPTER  Xn. 

AMERICAN   RAILROAD   SECURITIES   AS   INVESTMENTS. 

To  arrive  at  definite  conclusions  concerning  the  value  of 
American  railroad  secuiities  as  investments  it  will  be  neces- 
saiy  to  summarize  the  principal  facts  and  deductions  which 
have  been  presented  to  the  reader  of  the  foregoing  pages.  No 
doubt  the  latter  has  noted  that  in  almost  eveiy  respect  great 
changes  for  the  better  have  taken  place,  and  we  may  there- 
fore well  start  with  the  proposition  that  progi^ess  and 
ameUoration  are  the  great  featui'es  of  the  American  railroad 
system.  In  some  respects  improvements  have  been  more  pro- 
nounced than  in  others,  but  improvement  there  is  everywhere. 

The  relations  with  the  people  and  the  entente  between  railways 
mutually  are  much  better  now  than  they  ever  were  before,  and 
the  intercoui'se  between  the  corporations  and  their  creditors  or 
shareholders  especially  has  undergone  most  salutary  changes. 
The  era  of  giievances  against  the  railroads  of  the  Repubhc 
has  passed,  or  at  least  these  grievances  are  gradually  disap- 
pearing ;  and  it  is  well  that  this  should  be  the  case,  because 
a  self-governing  people  like  the  Americans  could  inflict  no 
end  of  injuiy  by  legislation  if  UTitated  by  gi'oss  injustices, 
and  perhaps  the  struggle  between  the  nation  and  the  rail- 
ways might  have  ended  with  State  pui^chase  if  the  latter 
had  not  mended  then*  ways  when  it  was  still  time.  As  mat- 
ters stand,  the  threatening  attitude  which  six  or  seven  years 
ago  caused  many  prominent  raih'oad  men  to  look  foiivard 
with  a  good  deal  of  apprehension  had  wholesome  effects  for 
all  concerned;  like  a  thunderstorm,  it  cleared  the  atmosphere. 
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It  taught  the  railways  that  the  nation  would  bear  no  longer 
those  injustices  to  which  it  rightly  objected;  it  taught  the 
nation  that  adverse  railway  laws  are  to  its  own  detriment; 
and  the  result  of  this  lesson  was  that  laws  were  relaxed  by 
the  people  and  that  the  railways  discontinued  the  worst  of 
their  malpractices.  Conditions  are  by  no  means  ideal  yet; 
railways  continue  to  give  some  reasons  for  complaint,  and 
a  number  of  laws  might  be  repealed  with  advantage  to  both 
parties.  But  gi^adual  concessions  are  made  on  either  side^ 
and  whatever  strain  there  is  will  be  eventually  relieved  unless 
new  excitement  is  caused.  Such  agitation  may  result  from 
the  attempted  creation  of  monopoUes,  pools,  or  anything  likely 
to  be  interpreted  as  a  tyi^anny;  for  these  attempts,  even 
if  they  inflict  no  real  harm,  may  be  conflicting  with  national 
tendencies,  and  may  revive  ill-feeling.  This  is  the  reason  why 
moves  like  the  recently  created  Coal  combination  should  be 
disapproved  of;  they  may  involve  the  entire  railway  interest  in 
new  difficulties.  It  may  be  w^ell  to  remember  that  only  re- 
cently both  the  RepubUcan  and  the  Democratic  National  Con- 
ventions cast  a  vivid  light  upon  the  national  disUke  of 
such  combinations  by  unanimously  expressing  their  disapproval 
of  the  ^Hyranny  imposed  by  trusts,  monopohes,  and 
the  like." 

Among  railways  themselves  more  friendly  relations  have 
taken  the  place  of  the  old  hostility,  and  love  of  war  has 
been  diiven  back  by  a  sincere  desu^e  for  peace  and  harmony. 
A  keen  competition  and  rate  wars  have  reduced  tarifts 
to  a  phenomenal  degree;  but  consolidations,  amalgamations 
and  traffic  associations  have  stayed  the  decline,  and  won- 
derful technical  improvements  have  reduced  expenses  to  such 
an  extent  that  profitable  working  is  still  possible.  There  is 
no  reason  to  anticipate  a  further  serious  fall  in  rates;  and 
unless  the  expenditure  of  reasonable  sums  on  betterments  be 
prevented,  such  considerable  reductions  of  operating  expenses 
must  be  made  that  earnings  per  unit  of  freight  will  increase, 
while   in   addition  traffic   per   mile   will  continue  to  grow. 
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Such  growth  would  bo  prevented  by  a  resumption  of  reckless 
construction,  but  for  reasons  stated  previously  a  "craze"  is  un- 
likely to  recur.  Profits,  however,  must  always  depend  upon 
efficiency,  and  anything  preventing  technical  perfection  is 
therefore  to  the  detriment  of  railroad  properties.  Constant 
and  judicious  betterments  are  essential;  every  railway  that 
has  achieved  greatness  succeeded  by  constantly  aiming  at 
perfection.  To  keep  abreast  of  the  times  is  the  only  sound 
pohcy  of  an  American  raih*oad.  Fortunately  most  companies 
act  upon  this  principle,  and  the  American  bids  fan'  to 
become  the  standard  railway  of  the  world.  It  advances 
by  leaps  and  bounds,  while  those  of  other  countries  stand 
still  in  the  fiim  but  erroneous  belief  that  they  have  reached 
the  goal  of  perfection. 

Perhaps  in  no  respect  have  changes  been  so  healthy  as 
in  the  relations  between  the  corporations  and  then*  share- 
holders. The  era  of  "railroad  rascals''  has  gone,  and  men  of 
integiity  are  filling  the  places  they  have  vacated.  The  American 
railway  has  ceased  to  be  chietty  a  gambling  implement  for 
Wall  Street,  and  properties  are  no  longer  wrecked  for  specu- 
lative purposes.  Swindles,  "deals"  and  "steals"  are  no 
longer  heard  of,  and  reorganisations  and  receivers  are  much 
less  frequent  now  than  ever  before.  Though  cliques  still  rule 
they  no  longer  tyrannize,  and  the  great  improvement  in 
business  morality,  an  improvement  attending  that  rapid  soli- 
dification of  business  upon  which  the  country  may  well 
congi'atulate  itself,  has  purified  business  methods  and  propa- 
gated honest  and  healthy  financing.  Arbitrary  and  frau- 
dulent issues  of  shares  and  bonds  are  unheard  of  now-a-days, 
and  construction  companies,  dishonest  leases,  etc.,  belong  to 
the  past.  Greater  attention  is  ever  being  paid  to  the  stock- 
holders and  then-  wishes,  and  unjust  treatment  has  become 
very  rare,  although  occasionally  the  pubUc  believes  itself 
wronged.  The  investor  is  kept  better  informed  than  formerly, 
and  reliable  official  statements  are  issued  frequently  and 
regularly.     Matters    of  policy    are   discussed    at   length   in 
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annual  reports,  and  the  latter  are  so  exhaustive  that  they 
might  serve  as  an  example  for  those  issued  by  EngUsh 
railways.  Pubhcity  is  aimed  at  and  promoted;  it  is  no  longer 
feared,  and  this,  perhaps,  is  the  strongest  proof  of  the  rapid 
strides  railways  are  making  towards  ideal  conditions.  A 
few  dark  spots,  do,  of  course,  remain,  one  of  these  being  the 
arbitrary  power  most  directors  have  over  expenditure  and 
dividends,  and  the  abuses  this  may  lead  to ;  but  such  abuses 
are  becoming  very  rare,  and  when  a  few  "gentlemen"  of  the 
old  school  who  conduct  railway  business  upon  old  "principles" 
are  gone,  they  will  no  longer  be  heard  of.  In  short,  progress 
is  such  as  cannot  have  been  anticipated  ten  years  ago.  There 
are  companies  now  which  in  every  respect  are  as  good  as 
the  best  English  concerns,  emphatically  just  as  good  in 
every  respect;  and  those  who  do  not  yet  belong  to 
that  class  are  trying  to  reach  it  at  the  earUest  possible 
moment. 

On  the  whole,  then,  there  has  been  a  great  improvement, 
and,  which  says  more,  it  continues.  This  has,  of  course,  en- 
hanced the  value  of  American  securities  as  investments,  and 
there  can  be  little  doubt  that  this  value  will  rise  further 
still ;  returns,  perhaps,  may  not  advance  much,  but  their  safety 
and  regularity  surely  will.  The  entire  Republic,  even  the 
"  Wild  West/'  is  rapidly  estabUshing  its  business  on  a  basis 
as  sound  as  that  underlying  the  economic  life  of  Europe.  Of 
course  there  must  be  severe  fluctuations  of  trade  for  some  time 
to  come,  and  there  will  be  disappointment;  but  fast  progress 
is  being  made  and  will  continue  to  be  made,  and  this  progress 
must  needs  result  in  American  railroads  reaching  a  still 
higher  standard.  That  their  status  has  improved  nobody  who 
contrasts  the  infrequency  of  heavy  fluctuations,  sensations, 
and  disappointments  to-day  with  the  exciting  occurrences 
of  only  a  dozen  years  ago  will  deny. 

There  are  a  few  other  matters  of  which  it  is  desu'able  to 
speak  before .  concluding  this  chapter,  because  they  may 
be   presumed   to  be  of  some  interest  to  speculators  and  in- 
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vestors.  As  regards  the  former  it  is  not  my  intention  to  enter 
into  many  details ;  concerning  the  latter  the  discussion  must 
be  a  little  more  than  cursorj\ 

The  changes  in  the  relations  between  the  railways  and 
Wall  Street,  to  which  I  referred  before,  have,  of  course,  been 
of  great  importance  to  the  investor  and  the  speculator  alike. 
The  abstinence  of  managers  from  speculating  on  a  vast  scale, 
and  the  aboUtion  of  the  once  universal  practice  of  making 
money  in  Wall  Street  by  manipulation  of  the  property,  re- 
gardless of  the  interest  of  its  owners,  can  have  exercised 
none  but  a  wholesome  influence  upon  the  affairs  of  the  great 
corporations.  Yet  these  have  not  been  the  only  changes 
which  influenced  "the  Street."  The  speculation  of  hundreds  of 
petty  managers  has  been  replaced  by  the  vast  operations  of 
a  few  "bosses,"  and  instead  of  being  ruled  by  thousands  of 
small  powers  Wall  Street  has  come  under  the  influence  of 
a  few  great  operators,  each  of  whom  is  bUndly  followed 
and  supported  by  a  host  of  nouentities.  This  change  in 
the  tactics  of  Wall  Street  has  had  far-reaching  effects 
upon  speculation  in  American  secuiities.  Upon  the  bona 
■fide  investor  the  new  customs  of  "the  Street"  have  had 
no  great  adverse  influence;  he  benefited  by  the  abohtion  of 
old  rascaUties  perpetrated  at  the  cost  of  his  property,  but 
the  new  mode  of  speculation  had  few  disadvantages  as  far 
as  he  was  concerned.  With  the  speculator  it  was  otherwise. 
Instead  of  hundi^eds  of  minor  powers  whose  actions  frequently 
afforded  a  clue  to  their  intentions  and  who  often  took  him 
into  theu^  confidence,  a  few  men  gained  control  of  the  market 
and  ruled  its  destinies  in  an  unaccountable  way.  Whereas  the 
tactics  of  Wall  Street  had  at  least  general  and  comprehensible 
characteristics  in  bygone  years,  they  now  have  none ;  and  the 
speculator  is  at  the  mercy  of  men  whose  intentions  are  enshi^ou- 
ded  in  mystery,  whose  power  is  almost  unhmited,  and  whose 
tactics  are  rarely  understood.  So  great  is  the  power  of  a  few 
men  that  they  have  an  almost  absolute  control  over  the  prices 
of  speculative  stocks,  and  can  move  them  up  and  down  almost 
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at  will.  Formerly  actual  value  regulated  quotations,  and  to 
alter  the  quotation  of  shares  it  was  frequently  necessary  to 
change  the  worth  of  a  property  first.  But  to-day  Wall  Street 
takes  little  account  of  the  actual  value  of  properties.  There 
can  be  "  booms  ''  when  railway  business  is  slack,  and  in  pros- 
perous times  dulness  may  prevail;  and  this  well-known  fact 
clearly  proves  that  actual  value  has  little  to  do  with  the 
price  of  most  shares,  and  that  the  real  condition  of  railway 
business  is  of  little  use  as  a  guide  to  speculators. 

The  speculator  cannot  have  recognised  this  last  fact  with 
gi^eat  satisfaction.  As  it  was  the  complex  nature  of  railway 
business  in  the  United  States  rendered  discernment  of  its 
true  character  and  immediate  prospects  —  and  such  discern- 
ment after  all  is  the  basis  of  speculation  —  a  matter  of 
great  difficulty.  To  judge  of  the  merits  of  vast  systems 
traversing  regions  with  the  most  varied  characteristics  and 
running  from  one  extreme  end  of  the  country  to  another, 
to  estimate  then*  earnings  under  varying  conditions  of  trade, 
has  at  all  times  been  difficult;  but  even  those  who  can  do 
this  no  longer  gain  any  advantage  from  their  knowledge. 
The  great  operators  who  make  or  mar  "  markets ''  can  fall 
back  upon  resources  that  will  set  at  bay  any  natural  influence 
and  baffle  any  amount  of  knowledge.  The  intentions  of  these 
great  wire-pullers  the  ordinary  speculator  cannot  divine; 
even  the  American,  with  his  innate  tendency  towards  specu- 
lation, has  clearly  recognised  this.  Wei-e  it  not  for  the  fact 
that  in  the  human  breast,  and  especially  with  Americans,  the 
hope  of  gain  always  proves  stronger  than  'the  fear  of  loss. 
Wall  Street  would  have  no  outside  support  whatever.  As 
matters  stand  it  retains  some,  but  it  cannot  be  questioned 
that  speculation  in  railway  stock  has  lost  much  of  its  popu- 
larity as  far  as  America  is  concerned,  and  those  who 
abandon  the  American  principle  "  not  to  speculate  in  what 
you  don't  understand  "  speculate  in  a  modest  way,  and  in 
very  much  the  same  manner  as  that  in  which  they  buy 
tickets   in   the  Louisiana  Lottery:  they  do  it  secretly,  and 
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although  they  hope  to  get  a  prize  they  know  of  the  gi^eat 
number  of  noughts.  Speculation  in  the  United  States,  in 
spite  of  its  remarkable  development  and  its  hold  upon  the 
people,  no  longer  favours  Wall  Street  to  such  a  marked 
extent  as  before,  and  chiefly  seeks  other  fields  than  railways. 
As  long  ago  as  1870  Mr.  W.  W.  Fowler  wrote  his  "Ten 
Years  in  Wall  Street''  as  a  warning  against  speculation  in 
railways,  and  to  show  that  it  must  end  in  loss ;  and  whereas 
all  competent  judges  condemn  speculation  in  general,  that  in 
American  railways  must  be  warned  against  in  particular. 
This  is  the  reason  why  Americans  themselves  usually  give 
it  a  wide  berth. 

To  Europeans,  speculation  in  American  railway  stocks 
can  be  recommended  even  less  than  to  the  inhabitants  of  the 
Great  Repubhc,  and  for  the  reason  that  we  have  to  contend 
with  additional  disadvantages.  We  lack  the  knowledge  both 
of  American  railways  and  of  the  methods  of  Wall  Street,  and 
we  cannot  correctly  interpret  many  facts  which  afford  some 
guidance  to  the  American  operator.  In  addition  we  have  to 
divine  the  intentions  of  Wall  Street  towards  us,  perhaps  the 
most  difficult  matter  of  all. 


With  speculative  investment  it  is  othei'wise  than  with 
speculation  pure  and  simple.  American  railway  stock  fluc- 
tuates shai-ply.  Booms  and  breaks  are  frequent,  and  it  is 
of  these  that  advantage  can  betaken,  especially  of  the  latter. 
Experience  shows  that  the  market  is  bound  to  right  itself 
after  a  time,  and  those  who  invest  judiciously  at  low  prices 
and  avoid  going  beyond  their  powers  find  in  American  rail- 
way shares  a  class  of  stock  offering  gi^eat  opportunities  for 
gain.  The  following  table  gives  some  details  with  regard 
to  the  extent  to  which  prices  vary: — 


174 


AMERICAN  RAILROAD  SECURITIES 


PART  III. 


Table  showing  the  difference  between  the  highest  and  lowest 
prices  of  nine  descriptions  of  American  railroad  shares  during 
each  of  the  six  years  eliding  with  1891, — London  quotations. 


Central  Pacific 

St.  Paul 

Denver  &  Rio   Grande. 

Lake  Shore 

New  York  Central 

Norfolk  &  Western 

Pennsylvania  (2  X  S50). 

Reading  (2  X  S50) 

Wabash  Preferred 


1891 
81'4 

1890 

1889 

1888 

1887 

1886    1 

111/8 

31/2 

10  V4 

17  V8 

131/2 

32  1/4 

36  1/^2 

14  3/8 

18  7/8 

25  V4 

17  3/8 

7  V4 

8  3/4 

3  3/8 

81/2 

12  5/8 

15  V4 

17  1/4 

111/8 

91/2 

181/2 

9V4 

26  V4 

22  5/8 

15  3/4 

5  3/8 

8  3/8 

13  5/8 

19  V4 

12  1/4 

23 

15  V8 

16  7/8 

20  7/8 

341/2 

16  3/4 

201/2 

10 

10 

14  V4 

17  3/4 

181/2 

21  V4 

13  V4 

117/8 

391/2 

30  V4 

17  V4 

11  7/8 

10  V8 

8  3/4 

14  7/8 

26  5/8 

It  is  e\ident  that  shares  do  not  commend  themselves  to 
the  investor  as  highly  as  bonds.  Broadly  speaking  their 
retiu'ns  are  uTegular,  and  they  frequently  cannot  be  sold 
except  at  a  loss  because  they  possess  Uttle  stability.  Owing 
to  the  variations  in  the  state  of  trade,  to  the  exigencies 
that  may  arise,  and  to  the  discretion  vested  in  directors, 
the  yield  they  give  is  uncertain ;  and  in  consequence  of 
the  precedence  they  must  yield  to  bonds,  the  funds  out  of 
w^hich  their  retui^ns  are  paid  move  within  a  narrow  margin. 
They  are  the  outposts  which  are  the  first  to  meet  all  attacks, 
and  for  that  reason  it  would  be  impossible  to  class  the  great 
majority  of  American  railroad  shares  among  commendable 
investments,  no  matter  what  they  may  be  to  the  speculative 
investor. 

With  bonds  it  is  entirely  different.  They  are  protected 
by  the  outposts  jast  referred  to,  and  being,  as  is  well  known, 
not  owners  of  the  property,  but  merely  creditors  of  railway 
companies,  bondholders  have  very  little  in  common  with 
shareholders,  and  bonds  very  little  with  shares.  Bonds  are 
infinitely  superior,  and  investors,  both  in  America  and  in 
Europe,  have  not  been  slow  to  rcaUse  this;  the  obligations 
of  American  railway  companies  have  become  favourites 
with  a  vast  class  of  investors  in  the  States,  England,  Holland, 
Germany  and  France. 
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In  the  main,  money  should  be  invested  in  funds  possessing 
four  cardinal  quahties.  Safety  is  the  first  and  foremost  of 
these;  in  the  second  place  they  should  pay  a  good  and  regular 
return  upon  capital ;  thirdly,  they  must  be  marketable  at  all 
times  without  difficulty  and  without  severe  loss ;  and,  foui-tbly, 
they  should  possess  stability,  or  better  still,  their  value 
should  be  progressive.  If,  therefore,  we  wish  to  estimate 
the  value  of  American  railway  securities  as  investments 
we   must  see  whether  they  answer  these  four  requirements. 

First,  as  to  safety.  It  is  not  difficult  to  find  data  show- 
ing the  degree  in  which  they  possess  this  quahty  —  of 
course  in  general;  it  need  scarcely  be  said  that  the  present 
remarks  cannot  be  anything  but  general  observations.  On 
January  1st,  1891,  the  latest  date  for  which  statistics  are 
available,  there  w6re  in  the  United  States  170,601  nnles  of 
railway.  Their  total  funded  debt,  according  to  Poor's  Manual^ 
amounted  to  $5,235,000,000  or  $30,687  per  mile,  a  price 
equal  to  what  is  generally  assumed  to  be  the  average  real 
cost  of  American  railroads.  But  as  we  have  previously  shown, 
the  total  bonded  debt  is  really  considerably  below  Mr.  H. 
V.  Poor's  aggregate  on  account  of  the  duplication  of  stock 
(p.  137),  and  in  reality  railway  property  is  probably  not 
mortgaged  beyond  the  extent  of  $24,000  per  mile.  Hence 
the  property  upon  which  bonds  are  issued  leaves  an  ample 
margin  for  depreciation,  however  little  reason  to  anticipate 
the  latter  there  may  be ;  and  from  this  it  follows  that  bonds, 
broadly  speaking,  are  amply  secured. 

A  desirable  investment  should  also  pay  a  good  and  regu- 
lar return  upon  its  cost.  On  the  average  American  railways, 
according  to  Mr.  Poor,  pay  4*25  per  cent,  on  their  bonded 
debt,  but  on  account  of  Mr.  Poor's  divisor  being  too 
large,  as  we  have  pointed  out  before,  their  real  returns 
are  considerably  in  excess  of  this  ratio.  If  we  assume  rail- 
way property  to  be  actually  mortgaged  to  the  extent  of 
three-fourths  of  its  apparent  bonded  debt — a  low  estimate — 
bonds  give  an  average  annual  return  of  5*67  per  cent.,  an 
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estimate  tallying  with  the  table  given  on  p.  138,  according 
to  which  some  high  class  descriptions  quoted  in  Europe  pay 
somewhere  about  5^^  per  cent,  upon  then*  face  value.  This 
average  must  be  called  exceptionally  good,  and  its  regularity 
leaves  nothing  to  be  desired,  there  being  very  few  mortgage 
bonds  indeed  the  returns  from  which  are  irregular  or  uncertain. 
The  third  requirement  is  also  fulfilled.  Bonds  are  market- 
able at  all  times,  and,  as  is  shown  by  the  following  tables, 
the  quotation  of  the  better  class  of  bonds  is  subject  to 
changes  exceedingly  insignificant  both  in  themselves  and  in 
comparison  with  the  fluctuations  to  which  the  price  of  most 
shares  is  liable. 

Table  showing  the  average  price  of  various  American  Rail- 
road Bonds  dealt  in  in  London  for  each  of  the  five  years  ending 
with  1891. — New  York  quotations. 


1 

r 
1 

1891 

1890 

1889 

1888 

1887 

Baltim.  &  Ohio  5  pet.  Gold 

St.  Paul  First  Mo.  7  pet.  Gold 

Ch.  &  Northw.  5  pet.  Sink.  fund... 

Illinois  Centr.  4  pet.  Gold 

New  York  Central  7  pet.  1st 

Erie  7  net.  1st.  Consol 

105  V4 

123  V4 

108  V4 

1021/2 

126 

135 

105 

107  V8 

124  V4 

1151/2 

1041/2 

129 

1341/2 

1071/2 

109 

125 1/2 

1091/2 

1071/2 

135 

135  V4 

1071/2 

1C8 
125 1/2 
1081/2 
106  V4 

134  7/8 

135  V4 
1071/2 

106  V4 
128 1/2 
108 

107  V4 
134  3/4 
133 
1051/2 

Pennsylvania  4 1/2   pot 

Table  showing  the  difference  between  the  highest  and  lowest 
quotations  of  various  American  Railroad  Bonds  dealt  in  in  London 
for  each  of  the  five  years  ending  with  1891, — Kew  York  quotations. 


Baltim.  &  Ohio  5  pet.  Gold 61/2 

St.  Paul  1st.  Mo.  7  pet.  Gold 

Ch.  &  Northw.  5 pet  Sink  Fund.. 

Illinois  Central  4  pet 

New  York  Central,  7  pet  1st 

Erie,  7  pet.  1st  Consol 

Pennsylvania  41/2   pet 


1891    1 

1890 

1889    ! 

1 

1888 

1 

1887 

61/2 

5V4 

4 

6 

12  V2 

81/2 

41/2 

3 

5 

7 

61/2 

3 

5 

5 

5 

5 

5 

5 

31/2 

31/2 

o 

6 

5 

4  V4 

51/2 

5 

8 

51/2 

41/2 

8 

6 

5 

4 

4 

4 

These  tables  sliow  that  the  price  of  first-class  bonds  is 
remarkably  stationary.  As  regards  the  value  of  bonds  usually 
classed  lower,  it  is  true  that  fluctuations  are  wider,  and  natural 
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that  this  should  be  the  case;  but  there  has  been  in 
most  instances  a  decided  rise  in  prices  during  the  past  five  or 
six  years,  and  their  credit  has  undergone  a  considerable 
change  for  the  better.  Nor  can  this  be  wonderea  at.  In  the 
first  place  outside  influences  have  during  the  past  few  years 
been  decidedly  in  favour  of  securities  yielding  good  returns,  but 
apart  from  favourable  extraneous  influences  American  bonds 
benefitted  by  an  amelioration  of  their  intrinsic  worth.  The  value 
of  bonds,  expecially  of  those  not  as  yet  ranking  among  the 
highest  class  of  investments,  has  risen  rapidly,  and  this  rise  is 
fully  warranted  by  circumstances.  There  has  been  an  upwai'd 
movement  in  the  average  value  of  railroads;  improvements 
have  been  effected,  and  earning  powers,  comparatively  speak- 
ing, enhanced.  Honest  management  has  superseded  a,  regime 
of  rascals;  and  although  the  country  has  by  no  means 
reached  maturity,  while  business  is  as  yet  not  entirely  weaned 
from  some  doubtful  practices,  there  is  a  vast  improvement 
in  commercial  moraUty,  and  a  process  of  solidification  has 
set  in  which  it  is  very  gratifying  to  observe.  Beyond  these 
favourable  changes  there  is  the  auspicious  fact  that  the  rapid 
growth  of  the  country  must  react  favourably  upon  railway 
business  and  render  the  properties  more  productive  and 
therefore  more  valuable  as  time  goes  on,  unless  reckless 
construction  is  resumed;  an  event  which  may  be  regarded 
as  very  unlikely.  For  these  reasons  it  can  cause  no  wonder 
that  we  entertain  a  higher  opinion  of  American  railroad 
bonds  —  and  especially  of  the  lower  grades  —  now  than  we 
ever  did  before. 

To  what  extent  their  value  has  appreciated  has  been 
shown  by  previous  tables,  and  is  further  manifested  by 
the  fact  that  most  bonds  of  responsible  companies  are 
quoted  above  par,  whereas  they  were  sold  below.  Eleven 
leading  companies,  already  referred  to,  pay  an  average 
interest  of  5 '54  per  cent,  on  their  entire  bonded  debt;  but 
the  public  buys  their  securities  so  that  they  jdeld  less  than 
5  per  cent. ;  yet  this  figui'e  is  so  high  in  comparison  with  the  net 
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returns  of  other  investments  that  the  question  arises  whether 
the  credit  of  American  railroad  securities  does  not  remain  at 
a  level  lower  than  that  which  might  be  properly  conceded 
to  it  in  England. 

The  Investors'  Review  for  May  contains  a  valuable  appendix 
showing  the  net  returns  upon  thousands  of  investments,  and 
by  kind  permission  of  its  editor  I  have  compiled  from  it 
a  table,  showing  the  average  net  returns  paid  by  various 
classes  of  railway  securities  quoted  in  London,  which  enables 
us  to  see  what  credit  American  railroad  securities  enjoy  in 
comparison  with  other  railway  stocks  quoted  in  our  market. 

Statement  showing  the  comparative  returns  upon  invesUnent 
paid  hy  5B2  descriptions  of  railway  stock  according  to  London 
quotations  of  April  15thy  1892.  (Compiled  from  the  Investors' 
Review.) 


RAILWAYS. 

.^!!^o^toZ%^%to4}AtoA)i 

4^tob 
p.  cent. 

5^o5j^5i^^o6 
p.  cent.  p.  cent. 

6^o6j^ 
p.  cent. 

Above 
p.  cent. 

British  (all  descript.) 
Indian              „ 
British  Possessions  „ 
American  (bonds)  . . . 

South  American 

French  and  Belgian. . 

Balkan  States  

other  Continental  . . 

6 

— 

185 
17 

1 

3 

45 
7 
5 

15 
1 
3 

11 

3 

20 

39 

4 

3 

3 

1 

5 

42 

13 

4 
6 

1 

25 
10 

2 
6 

4 
10 

2 
3 

8 
6 

1 

8 

Total...       6    i  206    1    76 

1 

80        64 

44    j     19    ;     18 

1            1 

9 

This  table  indicates  that  the  vast  majority  of  English 
railway  stocks  of  all  descriptions  are  deemed  worthy  of  a 
credit  ranging  between  3  and  4  per  cent.,  but  approaching  the 
lower  of  the  two  figures,  and  that  it  is  the  same  with  Indian 
railways.  French  and  Belgian  railways  are  evidently  thought 
just  as  well  of;  colonial  lines  mostly  pay  between  4}^  and 
5  per  cent.,  the  bulk  of  American  bonds  are  estimated  to  deserve 
a  credit  of  between  4  and  5^^  per  cent.,  the  same  figui^e  as  sundiy 
descriptions  of  South  American  and  Balkan  States  companies, 
usually  enjoying  Government  guarantee.  It  is  especially  this 


CHAP.  XII.  AS  INVESTMENTS.  179 

last  fact  which  seems  to  denote  that  their  credit  is  under- 
estimated; and  if  we  examine  facts  more  closely  this  sup- 
position appears  to  be  confirmed. 

According  to  the  periodical  just  quoted  (May  number, 
p.  342)  there  are  but  twelve  descriptions  of  American  bonds, 
issued  by  six  companies,  returning  between  3}  and  4  per  cent, 
on  the  net  investment.  They  are  the  very  best  bonds  issued  or 
guaranteed  by  the  veiy  best  companies,  namely  the  Pennsyl- 
vania, New  York  Central,  Illinois  Central,  Boston  &  Maine 
and  Chicago,  Milwaukee  and  St.  Paul  BE.  Companies.  They 
hav^e  prior  rights  upon  properties  all  of  which  except  one 
are  ftdly  equal  to  the  average  English  railroad,  say  the 
London  and  South  Westeni,  and  never  since  they  came  into 
existence  have  any  of  these  bonds  failed  to  pay  their  interest 
regularly,  nor  is  there  any  prospect  of  their  ever  doing  so. 
To  all  intents  and  purposes,  therefore,  they  are  as  safe  an 
investment  as  any  EngUsh  railway  share,  and  perhaps 
I  might  say  safer,  because  there  are  people  to  whose 
judgment  great  value  may  be  attached  who  maintain  that 
sooner  or  later  the  imperative  demand  for  lower  rates  wiU 
prevent  many  of  our  extravagant  English  companies  from 
paying  a  dividend  at  all.  Yet  it  is  evidently  thought  that  these 
American  bonds  should  pay  £0  15  0  percent,  more  than  the 
average  EngUsh  railway  stock.  With  other  securities,  paying 
a  higher  net  return,  the  contrast  is  still  more  marked.  For 
example,  Baltimore  and  Ohio  ConsoUdated  5  per  cent.  Mortgage 
Bonds  quote  115,  so  that  they  return  £4  6  10  net,  and  Louisville 
and  Nashville  6  per  cent.  General  Mortgage  Bonds  120,  in  con- 
sequence whereof  then*  credit  is  no  better  than  £4  16  11  per 
cent.  There  is  no  guaranteed  stock  of  any  EngUsh  railway  which 
yields  so  much  net,  and  there  are  but  three  kinds  of  ordinary 
shares  (Belfast  &  County  Down,  Highland,  and  Midland  Great 
Western  of  Ireland)  whose  credit  is  estimated  at  so  low  a  figure 
as  that  of  the  LouisviUe  and  NashviUe  bonds  just  referred  to. 
This  is  so  altogether  out  of  accord  with  intrinsic  merits  that 
it  is   absolutely  unnecessary  to  call  attention  to  it.  Among 

12* 


180  AMERICAN  RAILROAD  SECURITIES  part  hi. 


others  there  were  in  April  last  42  American  bonds  quoted 
n  London  all  of  which  pay  their  interest  regularly,  yet  give 
as  large  a  return  upon  net  investment  as,  and  therefore  in 
our  estimate  of  their  credit  are  classed  with,  a  miscellaneous 
lot  of  second-class  foreign  railway  stock  —  Turkish,  Argentine, 
Central  American,  and  so  forth  —  which  can  no  more  rank 
with  St.  Paul,  Northwestern,  or  Burlington  bonds  than  can 
the  dilapidated  Ottoman  Empire  or  a  turbulent  Central 
American  Repubhc  with  the  United  States.  Similar  anoma- 
Ues  are  so  striking  that  to  enlarge  upon  them  is  absolutely 
superfluous.  The  most  cursory  comparison  with  other  classes 
of  securities  must  clearly  show  that  the  credit  of  American 
bonds  is  as  a  rule,  from  'g  to  1  per  cent,  below  the  point 
to  which  they  are  fairly  entitled. 

Having  called  attention  to  the  fact  that  American  bonds 
do  not  enjoy  that  amount  of  credit  which  we  might 
reasonably  accede  to  them,  I  shall  presumably  be  expected 
to  state  why  they  have  no  more.  Two  reasons  suggest 
themselves.  In  the  first  place  we  underestimate  their  safety 
as  a  result  of  the  lack  of  confidence  which  remains  from 
the  days  when  we  were  duped,  and  to  the  exaggerated 
nature  of  which  we  have  referred  before.  Secondly,  the  fact 
that  the  price  of  bonds  is  regulated  in  New  York  rather 
than  in  London  influences  their  quotation.  American  secuii- 
ties  are  mostly  held  in  America,  and  in  America  people  are 
not  satisfied  with  the  low  interest  upon  a  safe  investment  that  is 
acceptable  to  us.  Houses  and  mortgages  upon  real  estate  often 
yield  eight  per  cent,  and  mostly  between  six  and  seven ;  and 
the  fact  that  money  in  America  has  a  gi^eater  value  than  here 
cannot  but  have  an  influence  upon  the  price  of  investments 
the  value  of  which,  broadly  speaking,  is  fixed  by  Americans. 

This  last  circumstance  places  the  Eui'opean  investor  at  a 
great  advantage,  which,  to  some  extent,  seems  to  be  realised  ; 
at  least  our  holdings  increase  steadily.  But  it  does  not 
appear  that  the  advantages  this  class  of  securities  offers  are 
imderstood  to  their  full  extent ;  if  they  were  we  should  probably 
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seize  them  with  still  greater  aviditythan  we  do  now.  There 
are  at  the  time  of  writing  39  descriptions  of  American  bonds 
paying  between  4  and  4:^  per  cent,  upon  net  outlay,  which,  as 
a  safe  investment,  find  no  parallel  among  any  other  stock 
quoted  at  corresponding  prices.  To  have  the  same  return 
upon  his  capital  an  investor  would,  if  he  were  to  limit 
himself  to  railway  stock,  have  no  other  choice  than  a  very 
limited  assortment  of  South  American  or  Turkish  railway 
"securities''  or  shares  of  Colonial  or  Home  railways  of  very 
doubtful  rank.  Upon  an  investment  in  British  railway  stock 
possessing  the  same  essential  quahties,  the  return  would  be 
at  least  %  and  probably  1  per  cent.  less. 


PART  IV. 

THE  EASTERN  GROUP. 


« >A* '- 


CHAPTER  Xm. 

RAILWAYS     IN     THE     EASTERN     STATES. 

I  have  deemed  it  convenient  to  divide  the  railway  system 
of  the  United  States  into  six  groups :  Eastern,  Central,  South- 
em,  Northwestern,  Southwestern,  and  Pacific,  which  will  be 
successively  dealt  with.  This  division  somewhat  closely  fol- 
lows that  adopted  by  the  U.  S.  Census  office  and  the  In- 
terstate Commerce  Commission,  with  which  it  is  in  every 
respect  identical,  except  in  so  far  as  I  have  combined 
several  of  the  ten  groups  into  which  these  official  bodies 
divide  the  country  in  order  to  reduce  their  number. 

Of  these  groups  that  which  we  call  the  Eastern  is  by 
far  the  most  important,  and  for  this  as  well  as  for  other 
reasons  of  a  more  practical  nature  we  shall  give  it 
precedence.  The  States  in  which  these  Unes  either  lie 
or  centre  are  eleven  in  number,  and  embrace  that  part  of 
the  country  bordered  in  the  West  by  the  State  of  Ohio,  in 
the  South  by  the  two  Virginias,  in  the  East  by  the  Atlantic 
Coast,  and  in  the  North  by  Lake  Ontario  and  Canada.  The 
eleven  States  lying  within  this  section  and  enumerated  in 
the  first  of  the  subjoined  tables  cover  an  area  of  183,000 
square  miles,  or  one-twentieth  of  the  total  area  of  the  Great 
Eepublic ;  and  their  importance  may  be  inferred  from  the  fact 
that  they  contain  three-tenths  of  the  population  of  the  entu^e 
country,  a  similar  proportion  of  its  railways,  and  nearty  one-half 
of  its  wealth. 
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Table  showing  Area,  Population,  and  Assessed  Valuation  of 
the  eleven  Eastern  States  (New  England  and  Middle  States} 
Census  of  1890. 


Maine 

Vermont 

New  Hampshire 

Massachusetts 

Rhode  Island 

Connecticut 

New  York 

New  Jersey 

Pennsylvania 

Delaware 

Maryland  (including  Distr.  of  Columb.). 

Total 


Arm 
Sq.  Miles. 


Population 
18y0 


Assessed      ^ 
Valuation 
(Millions  of 
Dollars.) 


33,340 
9,565 
9.305 
8  315 
1,250 
4,990 

49,170 
7,815 

45,215 
2,050 

12,210 


661,000 

332.000 

376,r00 

2238000 

:^5,000 

746,000 

5,998,000 

1,445,000 

5,258,000 

168.000 

1,272.000 


3091 
161,5 
252,7 

2,154,0 
321.7 
358,9 

3,775,3 
688.3 

2592,8 

74,1 

635,4 


182,925 


18,839,000    I       11,32:^7 


Table   showing   relative   importance    of  the  Eastern  States  as 
compared  with  that  of  the  entire  Union. 


Eastern  States. 


United  States. 


Area  (Sq.  miles) 

Population 

Assessed  Valuation 

Miles  of  Railway 

Capital  of  RR   Companies.  . . . 

Earnings  of  RR 

Passengers  carried  one  mile... 
Tons  freight  carried  one  mile. 


182,925 
18.839.000 
$11,323,700,000 
26,485 
$2,758  mill. 
372      „ 
5,265      „ 
28.551      „ 


3.602,000 
62.622,000 
$24,249,600,000 
16^420 
$9,745  mill. 
1.C68      „ 
12.521      „ 
79.193      ^ 


For  the  great  comparative  importance  of  this  section,  which 
is  illustrated  by  the  foregoing  statistics,  there  are  several  reasons. 
In  the  jSrst  place  tliis  was  the  earhest  settled  part  of  the 
United  States;  secondly,  the  Eastern  coast  is  veiy  important 
on  account  of  its  proximity  to  Europe;  in  the  tlurd  place 
this  region  is  fertile,  has  a  salubrious  climate,  and  abounds 
mth  minerals,  especially  coal  and  iron.  These  advantages 
rendered  the  East  the  centre  of  trade,  industries,  finance, 
population  and  wealth ;  and  although  by  no  means  as  densely 
peopled  as  Europe,  it  has  reached  a  veiy  advanced  stage  of 
cultivation. 
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The  State  of  Pennsylvania,  which  produces  enormous  quan- 
tities of  anthracite*  and  bituminous  coal,  iron,  petroleum,  etc., 
is  no  doubt  the  most  important  among  Eastern  States 
because  of  its  vast  mineral  wealth  and  the  great  industries 
this  has  given  birth  to.  Pittsburgh,  (pop.  238,000)  situated  near 
its  Western  boundary,  where  soft  coal,  iron,  petroleum  and 
natural  gas  abound,  is  the  American  Birmingham ;  Philadel- 
phia, its  greatest  harbour,  (pop.  1,100,000)  is  not  only  a 
flourishing  seaport,  but  at  the  same  time  a  great  financial 
centre  and  the  most  important  manufacturing  city  of  the 
country,  its  manufactures  now  representing  an  annual  value 
of  $800,000,000.  In  the  Northeastern  part  of  the  State 
we  find  the  great  anthracite  coal  fields,  which  produce 
37,000,000  tons  of  hard  coal  annually,  the  soft  coal  mines 
30,000,000  tons,  and  the  iron  mines  yielding  metal  equal 
in  volume  to  three-fourths  of  the  total  annual  output  of  the 
United  Eangdom.  1,200,000  people  devote  themselves  to  mining 
and  industries,  agiiculture,  and  truck  farming,  which  yield 
$200,000,000  annually. 

The  State  of  New  York,  although  not  of  such  great  industrial 
importance  as  Pennsylvania,  exceeds  it  in  population  and 
wealth.  Mr.  Chauncey  M.  Depew,  her  most  prominent  citizen, 
says  she  sustains  over  1,000  newspapers  and  periodicals, 
has  spent  $80,000,000  on  church  property,  pays  $12,000,000 
annually  for  education,  and  has  $600,000,000  in  her  savings 
banks.  Annual  agricultural  produce  represents  a  value  of 
$160,000,000,  and  manufactures  $1,056,000,000;  the  latter 
thrive  in  many  towns,  not  the  least  in  New  York  City ;  yet 
trade  is  of  greater  importance  than  industries.  New  York 
with  its  population  of  1,750,000,  not  including  the  suburbs 
(Brooklyn,  Jersey  City,  etc.,  with  1,250,000)  as  is  well  known 
is  the  great  commercial  and  financial  centre  of  the  country, 
commanding  three-fifths  of  the  foreign  trade  of  the  nation, 
and  a  great  part  of  its  home  trade.  It  has  11,000  manufac- 
tories producing  articles  to  the  value  of  $600,000,000,  and 
consisting   chiefly   of   "dry    goods,"  90,000,000  bushels  of 
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cereals  are  shipped  from  its  harbour  annually,  and  its 
docks  are  by  far  the  greatest  in  the  Western  hemisphere. 
The  annual  bank  clearing  amounts  to  $33,000,000,000  and 
its  Stock,  Produce,  Cotton  and  other  exchanges  have  more 
members  than  the  Exchanges  of  London.  Next  in  importance 
to  New  York  ranks  Buffalo,  situated  on  the  head  of  Lake 
Erie;  being  the  easternmost  lake  port  and  a  prominent 
raih'oad-centre,  this  town  fills  a  very  important  place  in  its 
intercourse  with  the  West.  Its  population  reaches  nearly 
300,000,  and  its  trade  in  cereals  and  lumber,  as  well  as  its 
manufactures,  is  so  important  that  Buffalo  is  the  second 
in  rank  among  the  cities  of  the  "  Empii^e  State.''  In  the 
Northern  part  of  the  State  lie  Rochester,  Syi'acuse,  and 
numerous  other  manufacturing  towns,  and  in  the  centre, 
situated  on  the  Hudson,  we  find  its  handsome  capital,  Albany, 
(pop.  110,000). 

Maryland  is  a  great  tobacco  State,  and  Baltimore,  with  a 
population  approaching  450,000,  another  important  commer- 
cial centre  and  seaport,  its  trade  being  chiefly  with  the  rapidly 
developing  South  and  with  the  West.  The  State  of  New 
Jersey  also  contains  gi^eat  industrial  centres  like  Newark 
and  Trenton,  but  is  mostly  dependent  upon  agriculture, 
notably  truck  farming.  Delaware  is  still  more  agricultural  than 
New  Jersey,  but  so  exceedingly  small  that  its  resources  play 
no  important  role. 

No  part  of  the  United  States  is  as  important  in  comparison 
to  its  size  as  the  New  England  States,  which,  by  the 
way,  are  the  home  of  the  real  "  Yankee,"  a  name  which 
abroad  is  wi^ongly  bestowed  upon  all  Americans  alike.  Maine, 
Vermont  and  New  Hampshii'e  hardly  supersede  New  York  in 
any  respect,  but  Massachusetts.  Rliode  Island  and  Connecticut 
are  noted  for  the  magnitude  of  then*  trade  ^;er  capita^  and  espe- 
cially of  their  industries.  Without  any  great  natural  advantages 
the  shrewd  inhabitants  of  this  small  section  have  succeeded  in 
securing  for  their  home  a  unique  place  among  the  American 
States.  The  wool  of  California  and  the  hides  of  the  Western 
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plains,  the  cotton  of  the  South  and  the  coals  of  Pennsylvania, 
the  minerals  of  the  Alleghany  Mountains  and  the  copper 
mined  on  the  shores  of  Lake  Superior  are  brought  to  New 
England,  to  be  converted  from  raw  materials  into  thousands 
of  articles  by  the  aid  of  those  unique  inventions  and  patented 
processes  which  have  made  American  inventive  genius  famous 
all  over  the  world.  New  England  is  emphatically  industrial, 
and  the  fact  that  her  enterprising  sons  have  gone  to  all 
parts  of  the  country  to  develop  has  it  no  doubt  been  the 
origin  and  still  is  the  backbone  of  those  widespread  commer- 
cial relations  between  the  beehive  east  of  the  Hudson  and 
all  other  parts  of  the  Republic  which  have  rendered  New 
England  a  focus  of  trade,  industries,  and  wealth,  that  has 
no  equal  on  the  American  Continent,  and  perhaps  no  superior 
in  Europe. 


The  commercial  and  industrial  prominence  of  the  East 
naturally  caused  a  rapid  development  of  transportation 
business,  and  there  being  neither  important  canals  nor  rivers 
railways  became  the  prominent  means  of  conveyance.  The 
comparative  density  of  her  population  created  a  complete 
network  of  local  roads;  her  important  commercial  relations 
with  the  South  and  West  built  the  great  trunk  lines  which 
ultimately  lead  to  the  remotest  township  of  the  Union. 
The  produce  of  farm,  field  and  forest  is  sent  from  all 
pai*ts  to  the  East  to  be  exchanged  for  the  product  of  mine 
and  mill;  and  this  trade  taking  place  chiefly  between  the 
East  and  the  West,  railways  natui'ally  followed  the  direction 
of  commerce.  Thus  the  great  trunk  lines  were  estabUshed 
which  connect  the  heart  of  the  Continent  and  hundreds  of 
local  or  sectional  lines  with  the  East.  As  the  highways  of 
the  Eoman  Empire  all  led  to  its  capital  so  the  railways 
of  the  United  States  all  lead  to  the  Atlantic  Coast.  The 
"  Seaboard"  is  the  Mecca  of  the  American  railway  world, 
and  every  Une  strives  after  connections  with  its  gi^eat  harbours. 
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This  naturally  imparted  unusual  importance  to  the  routes  in 
that  section,  and  the  railways  connecting  inland  points  with 
the  gi-eat  ports  became  the  trunk  lines  of  which  connecting 
inland  systems  constitute  the  branches. 

The  railways  in  the  Eastern  States  are  divided  into  tliree 
groups,  Trunk  lines,  Coal  roads  and  the  New  England 
railways. 

The  term  Trunk  lines  has  been  variously  interpreted,  but 
the  most  acknowledged  version  is  that  it  means  a  railway 
connecting  either  Chicago  or  St.  Louis,  or  both,  with  the 
Atlantic  Coast.  Since  the  various  Vanderbilt  roads  are 
usually  regarded  as  one  sj^stem,  there  are  four  trunk  linos, 
namely  the  Vanderbilt,  Eiio,  Pennsylvania,  and  Baltunore 
and  Ohio.  These  lines  all  touch  sevei-al  important  points 
in  the  Central  and  Western  States,  and  connect  them  with 
one  or  more  of  the  four  great  ports  on  the  Atlantic  Coast. 
The  following  diagi'am  shows  the  piineipal  points  touched 
directly  by  each  of  the  four  Trunk  lines,  the  asterisks 
denoting  existing  connections. 


1 

1 

Baltimore. 
Pliiladelpliia. 
Now  York. 
Boston. 

Buffalo. 

Pittsburgh. 

Cleveland. 

'4 
1 

^  1 

Vanderbilt  Lines 
Erie 

tvyi'i 

iki: 

• 

*    * 

Baltimore  &  Ohio  '[  \      —\  —  ,  *;*!**    * 

It  may  be  said  that  the  New  York  Central,  apart  from 
having  its  share  of  through  traffic  between  East  and  West, 
controls  that  between  New  York  and  Canada  and  local  traffic  in 
Northern  New  York  State,  while  it  has  the  lion's  share  of  New 
England  business.  The  IJhie  is  a  line  mostly  for  through 
traffic,  although  its  local  business   is  quickly  developing.  The 
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Pennsylvania  has  a  heavy  mineral  traffic  with  points  in  the 
anthracite  region  and  in  the  Alleghanies,  and  like  the  New 
York  Central  is  a  great  passenger  route.  The  Baltimore  & 
Ohio  again  is  mostly  for  through  traffic,  has  valuable  Southern 
connections,  and  a  growing  mineral  freight  business.  In 
combination  these  four  trunk  hues  practially  form  the 
main  stem  of  the  entire  American  system,  and  the  principal 
Eastern  connections  of  Western,  Southern,  and  Central  Unes. 
They  are  the  only  direct  routes  between  East  and  West, 
although  several  other  railways  constitute,  either  wholly  or 
partly,  through  connections.  Thus  in  the  North  the  Canadian 
Pacific  and  Grand  Trunk,  in  the  South  the  Chesapeake 
and  Ohio  and  the  Norfolk  and  Western  and  then*  allies 
compete,  and  between  Buffalo  and  New  York  the  Lacka- 
wanna and  Lehigh  Valley  raih*oads  are  rivals  in  business. 
Moreover  the  Erie  Canal^),  which  runs  from  Buffalo  on 
Lake  Erie  to  Albany  on  the  Hudson,  and  therefore  makes 
a  direct  water  route  from  all  Lake  points  to  New- York, 
come  in  for  a  considerable  amount  of  traffic,  said  to  be 
the  equivalent  of  some  17000  freight  train  loads,  and  mostly 
consisting  of  low  freights.  Nevertheless  the  four  great  Trunk 
lines  command  by  far  the  greater  part  of  through  traffic. 

The  "  coal  roads,"  a  group  which  of  late  has  attracted 
a  considerable  amount  of  attention  connect  the  coal  fields 
of  Northeastern  Pennsylvania  with  important  surrounding 
commercial   centres.    These  coal  fields  embrace  three  great 


1  The  Erie  Canal,  running  from  Lake  Erie,  at  Buffalo,  to  the  Hudson,  at  Albany, 
is  364  miles  long,  80  feet  broad  at  the  top,  55  feet  at  the  bottom,  and  ten  feet  deep. 
The  canal  costs  more  than  $50,000,000,  paid  by  the  State  but  long  since  repaid 
by  tolls  which  are  abolished  since  1882.  The  Government  contemplates  enlarging 
the  canal  so  as  to  make  the  Lakes  accessible  to  sea-going  vessels.  At  present 
the  traffic  Is  confined  to  barges  costing  between  S30C0  and  $5000  each.  During 
the  season,  which  lasts  from  April  until  October  or  November,  a  hundred  barges 
arrive  in  Albany  daily,  each  of  them  carrying  the  load  of  a  freight  train,  so  that 
the  canal  is  equivalent  to  about  17,000  freight  trains  annually.  The  boats  per- 
form the  journey  usually  in  eleven  days.  The  canal  has  reduced  the  freight 
rate  from  Albany  to  Buffalo  from  25  c.  per  ton  per  mile  to  2.7  c.  in  1884,  and 
BOW  it  does  persumably  not  exceed  0.66  c.  per  ton-mile.  Bar^^es  grew  in  average 
size  from  64  tons  in  1844  to  approximately  240  tons  now  there  are  few  steam 
barges.   Kings  Handbook  of  the  U.  S. 
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basins,  .the  Schuylkill,  Wyoming,  and  Lehigh  districts, 
which  have  an  aggregate  annual  output  of  approximately 
37,000,000  tons  of  anthracite,  or  hard,  and  a  considerable 
amount  of  bituminous  or  soft  coal,  which,  however,  is  found 
further  West.  The  Pliiladelphia  &  Reading,  Lehigh  Valley, 
and  Jersey  Central,  now  constituting  the  Reading  system,  which 
controls  over  seventy  per  cent,  of  the  output  of  the  district, 
are  the  most  important  of  these  railways;  but  the  Lacka- 
wanna, Delaware  &  Hudson,  and  Susquehanna  and  Western, 
are  also  of  importance;  and  the  Pennsylvania,  which  pene- 
trates into  the  anthi*acite  coalfields,  as  well  as  into  the  bi- 
tuminous coal  region,  is  an  important  coal  Une,  and  so  is 
the  Erie,  which  is  instrumental  in  carrying  vast  volumes  of 
this  fuel  to  Buffalo,  and  other  central  or  Western  points. 
Since  the  completion  of  its  Scranton  Branch  the  Ontario  & 
Western  has  also  materially  enhanced  its  importance  as  a 
coal-carrying  railway. 

PottsAille,  Reading,  Maunch  Chunk,  Scranton  and  Wilkes 
Barre  are  the  most  important  centres  of  anthracite  coal 
mining,  and  from  these  points  the  hard  or  smokeless  coal  is 
sent  to  all  suiTOunding  points.  As  it  may  be  useful  to  enume- 
rate the  connections  between  these  coal  fields  and  the  centres 
of  shipment  and  consumption  I  append  the  following  statement. 
Connectio7i  between  coal-fields  and :  By 

Baltimore Reading   and   B.   &    0.    combination, 

Penna. ,  and  North-Centr. 

Philadelphia Penna.  and  Reading  RR. 

JerseV   CitV  fNeW  York)  .  .  .    '^^^^^  '■>  Reading ;  Lackawanna  •  Jersey 
J  •J    ^  f  Central  and  Lehigh  Valley  RR. 

XeW  England Phlla.  Reading  and  New  England,  and 

^  '  '  •  •     •    pg^j.^jy .    Delaware     &    Hudson ;     On- 

tario &  Western;  Erie;  West  Shore 
RR.,  and  steamers  from  Philadelphia 
and  New  York. 

Canada   and   Lake   Ontario..    Delaware  &Hu.lson;  Ontario  «S:  western: 

Lehigh  Valley;  West  Shore;  and 
Del.  &  Lackawanna  RR. 

Buffalo ^^^® »  Lehigh  Valley  ;  and  Lackawanna 

direct  ;  partly  over  West  Shore  and 
others. 

Lake  Erie  points ^®^*  shore,   Erie,  and  Pennsylvania 

(see  also  Buffalo.) 
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As  to  the  New  England  roads,  these  railways  distinguish 
themselves  by  a  strongly  developed  local  traffic,  connected 
with  the  density  of  population.  Apart  from  many  small  lines 
there  are  several  great  railways  connecting  with  New  York 
and  Albany  or  with  Poughkeepsie Bridge.  (Seep.  195). New 
England  is  practically  cut  off  from  the  rest  of  the  Union 
by  the  Hudson  River  and  the  Vanderbilt  lines  running  on 
both  sides  of  that  stream,  and  for  this  reason  the  Vanderbilt 
system  forms  the  principal  connecting  link  between  New 
England  and  the  West,  although  the  Grand  Trunk  and 
Canadian  Pacific  compete  along  detours.  For  details  relating 
to  the  New  England  Railways  the  read^  is  referred  to 
Chap.  XXI. 


CHAPTER  XIV. 


THE  NEW  YORK  CENTRAL  SYSTEM. 


Of  the  great  railway  systems  of  the  United  States,  that 
controlled  by  the  Vanderbilt  family  is  the  largest  and  the 
most  important.  Although  divided  into  seven  separate 
systems  leading  an  independent  corporate  existence,  it  forms 
one  homogeneous  whole,  the  component  parts  of  which  are 
firmly  held  together  by  ties  of  common  ownership. 

The  following  is  a  summary  of  the  recognised  parts  of 
the  system:  — 

Chicago   and  Northwestern  RR 7,100  miles. 

Cleveland,  Cincinnati,  Chic.  &  St.  Louis  RR.  .  2,314  „ 
New  York  Central  &  Hudson  River  RR.  .  .  .  2,096  „ 
Michigan  Central  &  Canada   Southern  RR.    .    .     1,609      „ 

Lake  Shore  &  Michigan  Southern  RR 1,446      „ 

New  York,  Chicago  &  St.  Louis  RR 523      „ 

Boston  &  Albany  RR 389      „ 

Total  length  of  Vanderbilt  system  ....   15,476      „ 

The  New  York  Central  is  the  trunk  of  this  system,  while 
the  other  lines  represent  branches  carrying  freight  to  the 
main  stem;  the  Chicago  and  Northwestern  penetrates  into 
the  great  Northwest,  and  the  Cleveland,  Chicago,  Cincinnati 
and  St.  Louis  taps  the  Southwest;  the  Micliigan  Central, 
Lake  Shore,  New  York,  Chicago  and  St.  Louis  and  "Big 
Four''  traverse  the  fertile  soil  of  the  prosperous  Central 
States  and  carry  the  produce  of  almost  the  entire  region 
between  the  Lakes,  the  Mississippi,  and  the  Ohio,  to  Buffalo, 
whence  the  New  York  Central  runs  to  New  York  and  Jersey 
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City,  connecting  at  the  same  time  with  Boston  by  the  Boston 
and  Albany. 

The  New  York  Central  being  the  principal  channel  through 
which  the  traffic  collected  by  its  allies  in  more  than  a  dozen 
of  the  most  important  States  flows  East,  it  follows  that  it 
is  one  of  the  most  prominent  railways  of  the  United  States. 
Indeed,  if  we  remember  that  all  other  Vanderbilt  lines  are 
virtually  branches  of  this  four  track  route,  we  must  concede 
to  it  the  first  place  among  the  railways  of  its  country;  for 
if  we  make  due  allowance  for  its  smaller  size  the  New  York 
Central  excels  even  the  Pennsylvania,  which  is  commonly 
regarded  as  the  standard  railway  of  the  United  States,  a 
fact  due  to  its  extensive  connections  being  without  excep- 
tion under  its  direct  control.  The  only  railway  in  America 
which  can  be  compared  with  the  N.  Y.  C.  is  the  Penna. 
division  of  the  Penna.  RR.,  but  although  the  latter,  as  far 
as  roadbed,  etc.,  is  concerned  is  in  no  way  inferior  to  its 
great  rival,  and  like  the  N.  Y.  C.  practically  has  a  mono- 
poly of  traffic  between  the  two  great  railway  centres  of  its 
home  State,  the  Vanderbilt  Une  has  the  advantage  of  running 
tlu-ough  densely  populated  valleys  eminently  fit  for  agriculture 
and  industries  alike. 

The  foundation  of  the  present  system  was  laid  in  1826, 
when  the  Albany  and  Schenectady  Raih*oad  was  chartered ; 
and  as  at  that  time  locomotives  were  scarcely  invented, 
this  railway  was  originally  intended  for  a  traction  road 
or  tramway,  such  as  were  built  in  some  other  parts  of 
the  States  and  in  England.  This  tramway,  following  the 
valley  of  the  Schenectady  River,  connected  the  capital 
of  the  State  of  New  York  with  the  little  town  of  Sche- 
nectady, situated  some  twenty  miles  West  of  it  on  the 
Erie  Canal;  the  latter  had  been  opened  for  traffic  in  1825 
and  ran  along  the  old  commercial  route  between  the  coast 
and  the  Lakes.  This,  the  present  course  of  the  New 
York  Central,  followed  the  Hudson  River  as  far  as  Albany, 
and  from  there  ran  West  through  the  valleys  of  the  Schen- 

American  Railroads.  13 
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nectady,  Mohawk,  and  other  rivers  until  it  reached  Buffalo 
on  the  easternmost  point  of  the  great  Lake  system 
which  gave  access  to  the  heart  of  the  North  American 
Continent. 

It  was  but  natural  that  along  such  a  route,  which  in 
its  early  days  was  the  only  one  connecting  with  the  virgin 
woods  and  fertile  valleys  of  the  West,  numerous  towns  should 
spring  up,  the  more  because  in  addition  to  transportation 
facilities  the  region  was  attractive  and  the  cUmate  fine, 
while  a  fertile  soil  encouraged  settlement;  and  thus  a  num- 
ber of  towns  soon  hned  the  banks  of  the  Erie  Canal.  But 
this  waterway  being  closed  daring  winter  the  want  of  other 
means  of  communication  was  soon  felt,  and  thus  railways 
were  gradually  built  between  the  Hudson  River  and  the 
Lake,  steam  traction  being  substituted  for  horse  power  be- 
fore the  seven  companies  then  owning  the  lines  between 
Albany  and  Buffalo  had  completed  the  h-on  link  connecting 
the  two  towns.  By  1850  this  railway  was  opened  for 
traffic,  and  one  could  travel  by  train  from  Lake  Erie  to 
the  Hudson  in  thirty  hours,  changing  cars  at  six  interme- 
diate points. 

About  this  date  Cornelius  Vanderbilt,  who  had  acquu^ed  a 
considerable  fortune  with  his  steamboats,  foresaw  not  only  the 
future  of  railways,  but  also  reaUsed  the  great  prospects 
of  the  lines  between  Albany  and  Buffalo,  as  well  as  the 
advantages  bound  to  attend  the  consolidation  of  seven 
small  lines,  and  he  therefore  endeavoured  to  acquire  control 
of  them,  in  which  he  succeeded  in  1851,  when  all  the  companies 
were  united  into  one,  henceforth  known  as  the  New  York 
Central  Railroad  Company.  Two  years  later  the  Commodore 
completed  his  Hudson  River  Railroad,  running  along  the 
Hudson  River  from  New  York  to  Albany,  and  thus  he 
owned   railways   connecting  the  Lakes  with  tidewater. 

From  the  outset  the  New  York  Central  possessed  great 
advantages  over  all  existing  routes  to  the  West.  While  in 
its   early   days   the  Baltimore  and  Ohio  was  no  competitor, 
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the  Erie  Railroad,  completed  immediately  after  the  con- 
sohdation  of  the  seven  small  railways,  was  far  inferior, 
because,  firstly,  it  traversed  hills  instead  of  valleys,  and, 
secondly,  because  it  led  through  a  country  attracting  neither 
farmers  nor  traders,  and  thereforepractically  devoid  of  popu- 
lation. The  Erie  Canal,  again,  along  which  the  N.  Y.  C 
ran,  was  handicapped  firstly  by  its  closure  during  winter, 
and  secondly  by  the  slowness  characterising  navigation,  and 
especially  navigation  on  artificial  waterways.  Thus  with 
everything  in  its  favoui'  the  young  company  thrived  and 
prospered;  along  its  lines  towns  and  villages  sprang  up; 
its  business  increased  and  its  profits  grew;  and,  commanded 
by  one  of  the  shrewdest  and  most  enterprising  Americans 
that  ever  lived,  the  field  of  its  operations  was  bound  to 
expand  as  time  went  on.  While  natural  conditions  in  them- 
selves would  have  rendered  such  growth  inevitable,  the 
energy  of  its  owner,  whose  numerous  speculations  rapidly 
increased  his  wealth,  accelerated  it;  hnes  were  extended, 
branches  built,  and  amalgamations  effected ;  and  the  rude  force 
of  Vanderbilt's  growing  millions  in  unison  with  the  strong 
constitution  and  vitality  of  the  young  system  gradually 
elevated  it  to  its  present  condition.  In  1869  the 
New  York  Central  was  united  with  the  Hudson  River 
Raiboad;  in  1873  it  leased  the  Harlem  RR.  which  com- 
peted for  local  traffic;  in  1877  it  extended  its  lines  to 
Niagara;  in  1884  it  conquered  the  West  Shore,  which  paral- 
leled it  over  its  entire  length;  in  1891  it  leased  the  Rome, 
Watertown  and  Ogdensburg,  thereby  converting  a  local 
competitor  into  a  valuable  connection  with  the  St.  Lawrence 
River;  and  in  the  meantime  the  Vanderbilt  interest  had  ac- 
quired Western  connections,  first  the  Lake  Shore,  next  the 
Michigan  Central,  then  the  New  York,  Chicago  and  St.  Louis, 
Chicago  and  Northwestern,  and  C.  C.  C.  and  St.  Louis.  Thus 
the  New  York  Central  and  Hudson  River  Railroad  grew 
into  a  continuous  six-tracked  railway  between  Lake  Erie 
and  tidewater,  having  no  superior  among  American  railroads,- 

13* 
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no   rival  in  its  local  business,  and  valuable  connections  for 

its  through  traffic  equalled  by  those  of  no  other  road. 

The  following  is  a  summary  of  the  principal  parts  of  the 

system. 

Owned  Lines. 

N.  Y.  C.  Si  H.  R.  RR.  Main  line  (New  York  to  Buffalo)   441-75  miles 
do.  do.  Branches  „  „  377'70    „ 

Leased  Lines, 

Rome,     Watertown    &    Ogdensburg    (Niagara   to 

Massena  Springs)  629*18  „ 

West  Shore                         (Weehawken  to  Buffalo)  495-20  „ 

New  York  &  Harlem  RR.  (New  York  to  Chatham)  135-90  „ 

Various  minor  lines                          (Various  points)  16*73  „ 

Total  length 2,096-46     „ 

Of  these  railways  the  New  York  Central  proper  is  by  far 
the  most  important,  not  only  because  it  is  the  backbone  of  the 
entire  Vanderbilt  system,  but  also  on  account  of  its  fine  terminal 
accommodations.  It  is  the  only  trunk  line  owning  a  large 
terminus  in  New  York,  all  other  lines  terminating  in 
Jersey  City,  opposite  the  business  centre  of  the  metropolis 
on  Manhattan  Island,  and  connecting  therewith  by  means  of 
huge  ferry  boats.  In  42nd  Street,  near  5th  Avenue,  we 
find  one  of  the  greatest  "depots"  of  the  country,  the 
Eastern  terminus  of  a  system  with  as  great  a  mileage  as 
all  railways  of  England  combined.  The  goods  terminus  is 
situated  closer  to  the  river,  and  is  equally  excellent. 

When  we  leave  the  station  we  first  enter  a  tunnel  run- 
ning underneath  4th  Avenue,  and  then  cross  a  fine  bridge 
over  the  Hudson  River.  Soon  we  are  speeding  along  the 
eastern  shore  of  the  Hudson,  trains  on  the  West  Shore  ER., 
which  runs  on  the  opposite  bank,  coming  frequently  into 
view.  We  pass  the  approaches  to  Poughkeepsie  Bridge,  an 
immense  structure  1^/4  miles  long  which  spans  the  Hudson  and 
was  begun  in  1873  in  order  to  give  unbroken  rail  connection 
between  the  Pennsylvania  coalfields  and  New  England.  The 
aspect  of  the  country  becomes  very  charming  as  soon  as  we 
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leave  New  York,  the  "American  Rhine''  being  noted  for  its 
exquisite  scenery,  which  attracts  large  numbers  of  tourists. 
The  roadbed,  surpassed  by  none  in  the  States,  consists  of 
four  tracks,  one  each  for  freight  and  passenger  trains  up 
and  down,  is  excellently  graded  and  ballasted,  and  provided 
with  heavy-  steel  rails.  A  Uttle  beyond  Poughkeepsie  we 
catch  glimpses  of  the  Catskill  Mountains,  which  contain  many 
favourite  summer  resorts,  and  after  a  journey  of  four  hours  we 
arrive  at  Albany,  the  State  Capital  (pop.  95,000)  where 
the  N.  Y.  C.  meets  the  Boston  and  Albany  and  the  Dela- 
ware &  Hudson  RR.,  which  before  the  lease  of  the  Rome, 
Watertown  and  Ogdensburg  was  the  principal  connection 
with  Montreal.  In  Albany  the  Une  leaves  the  Hudson  River, 
changing  its  northern  for  a  western  direction,  and  run- 
ning past  Schenectady,  Utica,  Rome,  Syracuse,  Geneva, 
Rochester,  and  Batavia  to  Buffalo  and  Niagara  Falls.  These 
towns  have  a  population  of  between  50,000  and  150,000, 
and  are  the  seats  of  numerous  thriving  industries.  At 
Rochester  the  main  Une  divides  itself  into  two  sections, 
one  part  following  the  Erie  Canal,  and  the  other  running 
some  miles  south  thereof;  both  are  interconnected  by 
various  small  branches,  and  lines  running  along  the  Niagara 
River  go  from  Buffalo  to  Niagara  Falls  and  Suspension 
Bridge,  where  they  meet  the  Michigan  Central  and  Grand 
Trunk  RR. 

Buffalo  is  splendidly  situated  on  the  north-eastern  extre- 
mity of  Lake  Erie,  being  connected  by  that  vast  sheet  of 
water  with  all  important  lake  cities  of  the  West.  It  is  a 
thri\dng  town,  the  type  of  a  prosperous  American  city,  and 
has  a  population  of  270,000,  composed  of  the  best  elements 
on  the  Continent :  Americans,  EngUshmen  and  Germans.  The 
numerous  fine  buildings  in  its  rectangular  streets  tell  tales 
of  progress  and  prosperity,  and  hundreds  of  tall  chimneys 
speak  of  great  industries,  there  being  about  2,500  manufac- 
tories, employing  60,000  workmen.  But  transit  faciUties 
are   far   more  important  than   the  various   industries,   and 
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constitute  the  feature  of  the  town.  They  centre  near  the 
quays,  where  43  large  elevators,  capable  of  holding  14,000,000 
bushels  of  cereals,  soar  skywards  on  a  shore  intersected 
with  rails  leading  to  the  central  yards,  which  have  660  miles 
of  "trackage."  The  sight  of  these  yards  is  truly  stupendous. 
Hundreds  of  "  cars "  are  being  switched  by  engines,  and 
numerous  long  trains  arrive  and  leave  without  interruption. 
900,000,000ft.  of  timber,  100,000,000  bushels  of  corn,  and 
5^^  million  tons  of  coal  pass  this  point  annually,  not  to 
speak  of  numerous  other  staple  articles,  or  miscellaneous 
merchandise.  The  harbour  is  one  of  the  best  and  largest  on 
the  Lakes,  and  is  visited  by  thousands  of  vessels  coming  as 
far  as  from  Duluth  in  Minnesota,  and  from  the  Canadian 
shores  of  Lake  Superior.  And  this  restless  city,  with  its 
immense  traffic,  is  the  point  where  the  various  Vanderbilt 
lines  from  the  West  meet  and  transfer  their  freights  for  the 
East  to  the  New  York  Central,  in  addition  to  the  immense 
volumes  of  merchandise  brought  by  Lake  vessels. 

The  West  Shore,  448  miles  long,  was  built  by  opponents 
of  Vanderbilt  and  opened  in  1884,  from  which  date  until 
its  sale  in  foreclosure  it  seriously  interfered  with  the  business 
of  the  New  York  Central,  as  may  be  inferred  from  the  fact  that 
the  latter  had  to  discontinue  the  payment  of  the  8  per  cent, 
dividend  which  had  been  regularly  declared  since  the  amal- 
gamation with  the  Hudson  River  RR.,  but  could  not  be 
continued  after  the  opening  of  the  West  Shore  owing  to 
the  rate  wars  which  immediately  followed  that  event. 

Except  in  so  far  as  it  runs  on  the  western  banks  of  the 
Hudson,  the  geographical  situation  of  the  West  Shore  does 
not  materially  differ  from  that  of  its  lessee;  but  since  it 
skirts  the  left  shore  of  the  river  it  has  no  entrance  into 
New  York  City,  and  consequently  terminates  opposite  New 
York,  in  Weehawken,  whence  it  is  connected  with  Jersey 
City  by  a  short  railway,  named  the  New  Jersey  Junction 
RR.,  and  leased  by  the  N.  Y.  C. 

The  condition  of  the  West  Shore  is  by  no  means  as  good 
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as  that  of  the  N.  Y.  C,  and  the  lower  dividends  paid  by 
the  N.  Y.  C  ever  since  the  West  Shore  came  into  being 
show  that  its  existence  must  be  considered  detrimental  to  its 
present  lessee.  Yet  the  fact  should  not  be  overlooked  that 
it  brings  with  it  some  advantages.  Since  the  trunk  lines 
work  together  harmoniously,  certain  concessions  are  made 
by  the  better  to  inferior  routes ;  for  instance,  the  Erie  ha\ing 
a  slower  and  less  perfect  passenger  ser\ice,  may  charge 
lower  rates  for  passengers  and  certain  classes  of  freight 
than  the  N.  Y.  C.  or  Pennsylvania;  and  the  W.  S.  being 
a  line  which  does  not  rank  among  the  first,  it  follows  that  the 
N.  Y.  C.  system  has  the  advantage  of  being  in  a  position 
to  make  both  fii^st  and  second  class  rates.  In  its  connec- 
tions the  West  Shore  co-operates  with  another  second  class 
VanderbUt  Line,  the  "  Nickel  Plate  "  (N.  Y.,  Ch.  &  St.  L.) 
whereas  the  N.  Y.  C.  works  chiefly  with  the  superior  Van- 
derbilt  connections,  viz.,  the  Lake  Shore  and  Michigan 
Central. 

The  West  Shore,  when  sold  in  foreclosui^e,  was  bought 
by  members  of  the  Vanderbilt  group,  namely  Messrs.  Mor- 
gan, Depew  and  Green,  and  leased  in  1885  for  475  yeai's 
to  the  New  York  Central  &  Hudson  RR.  Co.  All  earnings, 
etc.,  are  included  in  that  company's  report.  The  share  capital 
of  $10,000,010  is  o^vned  by  the  New  York  Central  Com- 
pany in  consideration  of  its  guarantee  of  the  principal  and 
interest  of  the  $50,000,000  of  bonds.  The  mortgage  covers 
the  Une  of  road  from  Weehawken  to  Buffalo  with  branches, 
448  miles  in  all,  and  also  the  terminals  at  Weehawken,  by 
ownership  of  all  the  stock  and  bonds  of  the  Terminal  Com- 
pany. The  guarantee  of  the  New  York  Central  &  Hudson 
is  absolute  as  to  interest  and  principal  and  is  endorsed  on 
each  bond. 

The  Borne,  Watertown  and  Ogdensburg  EE.^  643  miles 
long,  runs  from  Lemston  to  Massena  Springs,  parallel  with 
Lake  Ontario  and  the  St.  Lawrence  River.  It  connects  with 
the  N.  Y.  C.  at  Lewiston  and  also  (by  means  of  branches) 
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at  Syracuse,  Rome,  and  Utica.  The  Utica  branch  and  part 
of  the  main  line  are  now  used  by  the  N.  Y.  C.'s  through 
service  with  Canada;  trains  cross  the  St.  Lawrence  at 
Ogdensburg  by  means  of  ferryboats  to  meet  the  Canadian 
Pacific.  It  was  this  connection  with  the  great  inter- oceanic 
railway  which  rendered  the  acquisition  of  the  R.  W.  &  0. 
a  great  gain  to  the  N.  Y.  C,  but  it  was  especially  desi- 
rable because  relations  between  the  two  companies  were 
strained.  The  Watertown  entered  into  a  vigorous  competition 
for  local  traffic,  and  was  so  aggressive  that  the  N.  Y.  C. 
planned  paralleUng  some  ofitsUnes;  for  this  reason  the  lease, 
effected  in  the  spring  of  1891,  was  most  desh-able  to  both  roads. 
TheR.  W.  &  0.  shareholders  received  a  scrip  dividend  of 
20  per  cent.,  and  the  N.  Y.  C.  guaranteed  5  per  cent,  interest  on 
the  increased  stock,  an  exact  equivalent  of  the  6  per  cent, 
paid  annually  since  1887,  which  impUes  that  the  lease  involves 
no  expenditure  on  the  part  of  the  N.  Y.  C.  This  is  further 
shown  to  be  the  case  by  the  following  statement : — 

Earnings  of  the  Rome,  Watertown  and  Ogdensburg  for  the 
two  years  preceding  its  lease  to  the  New  York  Central. 

1888-89  1889-90 

Revenue : —  $  S 

Total  gross  earnings 3,387.333  3,904,966 

Net  income 1,444,086  1,696,028 

Expediture:  — 

Interest,  taxes,  and  rentals 1,050,454  1,054,623 

Dividends 328,068  359,502 

Total 1378,522       1,414,125 

Surplus 65,564  281,903 

The  R.  W.  &  0.  runs  through  a  densely  settled  country 
with  a  good  local  traffic  and  scenery  which  attracts  many 
tourists.  Before  it  was  leased  to  the  N.  Y.  C.  it  had  a 
traffic  agreement  with  the  Ontario  and  Western,  which  it  meets 
at  Oswego,  and  these  two  railways  formerly  had  a  similar 
arrangement  with  the  Canadian  Pacific.  As  this  through 
traffic  was  of  little  profit  to  the  0.  &  W.  the  latter  made 
no  objections  to  releasing  the  R.  W.  &  0.  from  its  obligations 
when  it  became  part  of  the  Vanderbilt  system. 

The  N.  Y.   &  Harlem  ER.,  127  miles  long,  runs  from 
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N.  Y.  to  Chatham,  whence  it  reaches  Albany  by  the  Boston 
and  Albany.  The  N.  Y,  C.  pays  8  per  cent,  on  its  stock 
($10,000,000)  and  fixed  charges  on  $12,000,000  7  per  cent, 
bonds,  and  has  a  lease  for  401  years,  dating  from  1873. 

Other   leased   roads   being  of  minor  importance  it  is  not 
necessary  to  enter  into  any  particulars  in  regard  to  them  here. 


The  Vanderbilt  connections  of  the  New  York  Central 
make  it  the  most  important  route  between  the  seaboard  and 
inland  points.  The  farms  and  forests  of  the  West  send  then* 
produce  to  Buffalo  along  the  Lakes  and  a  number  of  rail- 
ways, and  although  the  Erie,  Lehigh  Valley  and  Lackawanna 
Railroads  compete  for  traffic  between  this  point  and  New 
York,  the  N.  Y.  C,  owing  to  its  ramified  connections,  has 
a  traffic  which,  as  far  as  passengers  are  concerned,  in  pro- 
portion to  mileage  exceeds  that  of  any  other  trunk  line, 
while  the  volume  of  freight  it  carries  is  second  only  to  that 
of  the  Pennsylvania.  Owing  to  its  geographical  situation  it  has 
no  heavy  mineral  traffic,  although  it  carries  nearly  5,000,000 
tons  of  coal  annually. 

The  following  shows  the  part  various  classes  of  freight 
contribute  to  the  whole. 

Table  showing  details  of  freight  traffic  in  1890  and  1891 


Flonr 

Grain 

Live  stock 

Fresh  or  pickled  meats  or  provisions 

Petroleum  and  other  oils 

Lumber    

Pig  and  bar  iron  and  steel,  and  rails 

Iron  and  other  ores 

Coal  and  coke 

Other  agricultural  products 

Manufactures 

Merchandise 

other  articles 

Total  number  of  Tons 


1891. 

1890. 

Tom. 

Tons. 

674,812  • 

710,133 

1,591,945 

2,031,531 

651,427 

604,670 

583,013 

627,907 

273.124 

236,523 

1.522.751 

1,441,706 

564,032 

526,963 

379,693 

259,890 

4,681,475 

3,887.141 

1,248,654 

1.328,123 

1,242,016 

1.101.304 

1.539,785 

1,666381 

1,668840 

1.786,179 

16,621,567 


16,208.451 
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The  business  of  the  New  York  Central  has  been  subject 
to  those  changes  which  exert  their  influence  upon  almost 
every  American  railway.  It  is  for  this  reason  that  statistics 
of  such  an  exhaustive  nature  are  given  below.  The  sub- 
joined tables  show  the  development  of  the  system  for  twenty 
years,  and  indicate  the  bearing  of  the  numerous  influences 
that  have  been  at  work  during  that  period,  not  only  as  far 
as  this  railroad  is  concerned,  but  in  a  broad  sense  also  with 
regard  to  the  greater  part  of  the  American  Railroad  system. 

Table  showing  passe^iger  and  freight  movement,  growth 
of  mileage,  and  decline  of  gross  earnings,  operating  expenses 
and  net  earnings  per  unit  of  traffic  on  the  New  York  Central 
&  Hudson  River  RR,  for  the  twenty  years  ending  1891. 


Miles  of 
track  operated 

Passengers-. 

Freight. 

Carried  one 

mile 
(millions) 

Bate  per 

mile 
(cents) 

Expenses 

p*r  mile 

(cents) 

Net  profit 

per  mile 

(cents) 

1 

Tons 

Carried  one 

mile 

(millions) 

Rate  per 
ton-mile 
(cents) 

Expenses 

per 
ton-mile 
(centi) 

Net  profit 

per  ton-mile 

(cents) 

1871 

1827 

288 

2.14 

1.63 

051 

888 

1.62 

1.01 

0.61 

1872 

1865 

319 

2.08 

1  54 

0.54 

1,020 

1.59 

1.12 

0.47 

1873 

1925 

339 

206 

1.42 

064 

1,246 

1.57 

1.02 

055 

1874 

2014 

350 

2.13 

1.33 

0.80 

1,391 

1.46 

0.98 

048 

1875 

2359 

338 

2  14 

1.36 

0.78 

1,404 

1.27 

0  90 

0.37 

1876 

2382 

353 

1.91 

1.19 

0.72 

1,674 

1.05 

0.71 

0.34 

1877 

2432 

316 

2.07 

1.14 

093 

1,619 

101 

0  69 

0.32 

1878 

2471 

300 

2.00 

1.27 

0.73 

2,242 

0  93 

0.59 

034 

1879 

2484 

290 

2.05 

1  20 

0  85 

2,295 

0.78 

0.54 

024 

1880 

2511 

330 

1.99 

1.26 

0.73 

2,525 

0.87 

054 

033 

1881 

2520 

373 

1.86 

1.22 

0.64 

2646 

0.78 

0  56 

0.22 

j  1882 

2622 

432 

1.80 

1.25 

0.65 

2.394 

0.73 

0.60 

0.13 

'  1883 

2657 

429 

1.98 

130 

0.68 

2,200 

0.91 

068 

0.23 

1884 

2702 

387 

1  94 

1  42 

0.52 

1,970 

0.83 

062 

0.21 

1885 

2720 

438 

1.41 

1.08 

0.33 

2,137 

068 

0.54 

0.14 

1886 

3688 

476 

1.84 

1.22 

0.62 

2,414 

0.76 

0  53 

0.23 

1887 

3722 

528 

1.96 

1.34 

0.62 

2,704 

0.78 

0.56 

0.22 

1888 

3729 

559 

1.97 

1.39 

0  58 

2,754 

0.79 

0.54 

0.20 

1889 

3759 

564 

1.93 

1.40 

0.53 

2.775 

0.74 

0  57 

0.17 

1890* 

3841 

557 

1.96 

1.53 

0.43 

2,973 

0.76 

0.54 

0.22 

1891*t 

4752ii- 

597 

1.96 

1.49 

0.47 

2,890 

0.74 

0.57 

0.17 

*  Year  ending  June  30th. 

*t  Including  three  months  earnings  R.  W.  &  0. 
ti-  Including  mileage  of 
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Table  showing  the  Share  Capital,  Funded  Debt  and 
''Cost  of  Road  and  Equipment"  of  the  New  York  Central, 
exclusive  of  the  Harlem,  West  Shore  and  Ogdensburg 
Railroads  for  each  year  since  1870. 


Year 
Ending 
Sept.  30, 

Share    Capital. 

Funded  Debt 

Cost  of  Road  and 
Equipment 

1870 

$89,428,330.00 

$13,681,807.31 

$  59,765,684.06 

1871 

89,428,330.00 

15,231.718.93 

60,413,656.86 

1872 

89,428.300.00 

16,496,020  00 

63,299,924  37 

1873 

89,428,300.00 

27,725,533.33 

78,014,954.65 

1874 

89,428,300.00 

38,484,742.62 

92.506,50397 

1875 

89,428300  00 

40,0C3,667.62 

96,355,774.50 

1876 

89.428,300.00 

39,844,733.33 

97,822,811.05 

1877 

89,428,300.00 

39,801,233.33 

99.142.406.71 

1878 

89,428,300.00 

39,801,233.33 

99,894,095.43 

1879 

89,428.300  00 

39,801,133  33 

100.773,116.74 

1880 

89,428,300.00 

41,473,033.33 

105,007.053.69 

1881 

89,428,300.00 

43.473,033.33 

110,090,216.90 

1882 

89,428,300.00 

48,473,033.33 

112,756,93553 

1883 

89,428,300.(X) 

49,997,233.33 

114,731,917  59 

1884 

89,428,300.00 

56,497,233.33 

114,801,238  86 

1885 

89,428,300.00 

56.424,333  33 

146,014,835.30 

1886 

8;J,428,300  00 

56,424,333.33 

146,630,682.19 

1887 

89.428,300.00 

56,424,333  :J3 

147,047,973.00 

1888 

89,428,300.00 

56.183,333.33 

148,283.142.44 

1889 

89,428,300.00 

57,183,333.33 

148,629,629.80 

1890 

89,428,300  00 

59,183,333.33 

150.2  8.885.21 

1891 

89,428,300.00 

65,377,333.33 

150,002,282.79 

Taking  the  indications  of  these  tables  in  regular  order  we 
find,  firstly,  that  partly  by  extension,  but  chiefly  by  amalga- 
mation, the  system  has  grown  about  a  hundred  per  cent,  be- 
tween 1871  and  the  date  of  the  lease  of  the  Rome,  Water- 
town  and  Ogdensburg,  which,  by  the  way,  introduced  a 
sUght  abnormality  into  the  accounts  for  1891.  The  increase 
in  passenger  business  kept  pace  with  this  growth  in  mileage, 
that  in  freight  traffic  exceeded  it  by  50  p.c;  passenger  rates 
declined  a  little,  but  owing  to  economies  this  branch  of 
business  remained  as  profitable  as  it  was  two  decades  ago. 
With  freight  it  was  different.  There  was  an  increase  in 
volume  as  compared  with  mileage ;  but  gross  rates  fell  nearly 
CO  p.c,  and  although  expenses  per  ton  mile  were  cut  down 
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(44  p.c.)  a  serious  decline  in  profits  per  ton-mile  ensued  which 
was  so  great  (72^^  p.c.)  that  the  growth  of  traffic  could  not 
compensate  for  it.  The  bearing  of  these  circumstances  upon 
earnings  is  evident.  Passenger  traffic  continued  as  profitable 
as  before  and  yielded  as  great  a  revenue;  but  the  increase 
in  the  volume  of  freight,  amounting  to  170  p.c  was  obUterated 
by  lower  rates  in  a  measure  which  caused  earnings  from 
freight  to  decline  per  mile  of  road  operated;  and  freight 
being  the  principal  source  of  revenue  it  follows  that  total 
earnings  also  failed  to  keep  pace  with  the  growth  in  the 
"  length  of  track."  Net  revenue  in  its  proportion  to  gross 
also  fell  very  considerably.  Had  it  kept  pace  with  the  gi^owtli 
in  mileage  it  would  now  reach  about  $20,000,000;  but  as 
a  result  of  the  influences  specified  before  it  was  kept  at 
$12,500,000  an  increase  in  twenty  years  of  less  than  4*5 
milUons,  which  is  neither  commensurate  to  the  growth  in 
mileage  nor  to  the  increase  of  fixed  charges;  for  the  latter, 
owing  to  the  gradual  perfection  of  the  roadbed,  increased 
very  considerably,  namely  from  1*43  to  8*88  milUon  dollars 
'per  anmim,  so  that  at  present  they  amount  to  7*45  million 
dollars  more  than  twenty  years  ago.  There  being  an  increase 
in  net  earnings  of  but  4*24  millions,  it  follows  that  3.21 
milhons  less  than  in  1871  are  now  available  for  distribution 
among  shareholders,  whose  aggregate  holdings  have  not 
increased  since  1869;  this  shows  the  reduction  of  the  dividend 
to  have  been  inevitable. 

Speaking  broadly  the  experience  of  the  N.  Y.  0.  has 
been  the  experience  of  most  American  railways.  No  doubt 
it  gives  Uttle  reason  for  satisfaction,  for  the  enormous 
expenditure  upon  improvements  and  the  amazing  gi^owth  and 
general  solidification  of  business  not  only  failed  to  com- 
pensate for,  but  were  insufficient  to  stay,  the  downward  ten- 
dency of  pro  rata  earnings,  and  the  result  has  been  that  one 
of  the  finest  properties  enjoying  numerous  exceptional  advan- 
tages denied  to  other  railways  offers  a  lower  return  upon 
investment   now  than  before.  Yet  with  all  that  there  is  no 
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reason  to  take  a  pessimissic  view  of  the  situation.  The 
phenomenon  is  chiefly  a  result  of  tlie  fall  in  rates;  but 
rates  arc  rarely  reduced  beyond  the  point  which  renders 
a  fah-  return  upon  b<ma  fide  investment  possible,  and  in  the 
case  of  tho  Now  York  Central  they  have  reached  that  point 
and  in  tlie  ordinary  course  of  events  will  not  go  lower. 
During  the  past  six  years  rates  have  oscillated  witiiin  a  very 
narrow  limit,  and  they  no  longer  constantly  fall ;  they  remain 
at  a  point  which  renders  a  fair  dividend  just  possible.  And 
it  should  always  be  remembered  that  even  a  moderate  divi- 
dend means  an  excellent  return  upon  capital  because  the 
present  share  capital  represents  no  real  investment  to  any- 
thing resembling  its  full  amount.  The  subjoined  statements 
give  details  in  regard  to  share  capital,  funded  dnbt,  revenue, 
expenditure,  assets  and  liabilities  of  the  company. 

Stafanent    giving  details  of  share  capital  and  funded  deit  of 
the  New   York  Central  on  June  30th,  1891. 


Funded  Debl:— 


Clans  of  Bonds. 

-a 

1    « 

"^1 

Interest 
payable. 

•  1".  Mortgage 

"  1".  Mort  SlerUnp 

•  Debenturen 
Debentures 

EMeuiledDubtCertir. 

1873  1  1903 

iSei     1904 
1880      IBM 
IBSKl      1905 
1853      1893 

93ft(W),«» 

fiooo.ooo 

910,000.000 

*i«io.ono 

81M00,(XX) 
88,450,000 

330,000/»n 

^.ooaooo 
siaooo.000 

ll,O0(),O(» 
SftlM^OOO 
86.4Ki.000 

T      Jan  &  Jul. 
6            do. 

3  Har&Sep. 
5           do. 

4  ljiuie£Dec 

5  Miiy*Nov. 

'    Quoted  In  London. 

'  Of  thpsa  debentures  92,f00,000  were  issued  in  1890,  and  86,500,00< 
1891,  wfaen  S306.00Q  were  purchased  and  retired.  Sla.OOC.OOO  of  tbis  issue 
authorized  and  have  a  sinking  fund  of  $300,000  yoarly— no  dmwlngs. 

London  Agents:  Messrs.  J.  S.  Morgan  &  Co. 
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PART   IV. 


The   following   statements  give   details  of  revenue^  expenditure^ 
assets  and  liabilities  for  the  two  years  ending  June  30th,  1891, 


EARNINGS  AND  EXPENSES. 


Earnings : — 

Freight 

Passengers 

Rents 

Mail  and  express 

Telegraph 

Interest 

Other 

Total  earnings 

Expenses :  — 

Traffic 

Motive  power 

Maintenance  of  cars . . . 
Maintenance  of  way... 

General 

Taxes 

Total  expenses 

Net  earnings 

Per  centage  of  operating 

expenditure  to  earnings 


1890-91. 

B 

21,456,473 

11,681,109 

1,680,996 

2,218,903 

11,244 

559,577 

293.812 


1889-90. 

$ 

22.499,228. 

10,919.871 

1,709,300 

1,043,643 

8,595 

553.942 

273,824 

37,902,1141  37,008,403 


10,365,628 

9,987,974 

6,743,992 

6,448,130 

1.954,185 

2,222,694 

3,722,522 

3,523,682 

898,423 

779,510 

1,686.102 

1,530,140 

25,370,852 

24,492,130 

12,531,262 

12,516,274 

66-94 

66*18 

INCOME 


ACCOUNT. 
1890-91. 


Revenue: — 

Net  earnings 

Rebate  on  State  tax  of 

prior  years 

Total  income 

Expenditure : — 

Rentals  paid 

Interest  on  debt 

Taxes  on  earnings  and 

capital  stock 

Dividends  (^  per  cent) 

Reserved 

Miscellaneous 

Total  disbursements 
Balance 


12,531,262 
88,740 


12,620,002 

4,452,100 
3,854,968 

274,896 

4,024,273 

300,000 

72,222 


1889-90. 

S 
12,516,274 

111,030 


12,627,304 

4,053,393 
3,590,535 

209,884 
4,024,273 


GENERAL  BALANCE  JUNE  30. 


Assets: — 

Road  and  equipment... 

Special  equipment 

Stocks  and  bonds f).... 
Ownership     in    other 
lines,  real  estate,  &c. 

Due  by  agents,  &c 

Supplies  on  hand 

Cash 

Harlem  construction  ac- 

West  Shore  construc- 
tion acct 

Miscellaneous 

Total  assets 

• 

Liabilities : — 

Capital  Stock 

Funded  debt 

Beal  estate  mortgages. 

Securities  acquired  from 
leased  lines  

Past-due  bonds 

Interest  and  rentals  ac- 
crued  

Unclaimed  interest 

Dividends 

Unclaimed  dividends... 

Wages,  supplies,  ac — 

Due  other  roads,  &c..- 

West  Shore  construc- 
tion acct 

Profit  and  loss 

Total  liabilities — 


1891. 


151,002,283 

5,706,464 

10,034,635 

4,169,701 
5,280,791 
3,072,813 
2,896,277 

1,049,984 


140,230 


1890. 


150,278,885 
1,451,776 
6,550,264 

3,442,253 
3,371,865 
3,215,289 
2,178,086 

468,993 

198,900 
242,068 


183353,178  171,398,379 


89,428,300 

65377,333 

357,000 

3359,700 
4,790 

3,890,039 

14,324 

894,283 

30,075 

3,822,833 

2,939,003 

9,472 

13,226,C§6 

183,353,178 


89,428,300 

59,183,333 

457,000 


5,255 

3,234.456 

8,132 

894,283 

27,945 

3,643,421 

931,774 


13,584^ 
171,398,379 


12,978,459 
def.358,457, 


11,878,(^1 
sur.749,219 , 


t  These  securities  chiefly  include:  $10,000,000  shares  of  West  Shore  RR.,  $2,597,000  shares 
of  Merchants  Despatch.  $1,000,000  shares  of  Western  Despatch  Co.  $1,257,000  Bonds  of 
Dunkirk,  Warren  &  Pittsburg  RR.,  $1,300,000  bonds  of  Warren  &  Venango  RR.,  and  some 
thirty  other  descriptions.  These  $10,034,635.43  of  course  represent  ledger  value,  the  par 
value  being  a  trifle  over  $25,000,000. 


CHAP.  XIV.  THE  NEW  YORK  CENTRAL  SYSTEM.  209 

The  following  is  a  specification  of  the  first  charges  of  the 
company  according  to  the  latest  official  statement. 

Interest  on  Bonds  etc $3,854,968.11 

New  York  States  Taxes 274,895.95 

Reserve  for  Redemption  of  47o  gold  debentures.        800,000.00 

Total  First  Charges $4,439,864.06 

Available  revenue  has  always  considerably  exceeded  these 
charges,  and  although  profits,  as  is  evident  from  the  above 
tables,  no  longer  amount  to  such  large  sums  as  before,  there 
has  ever  been  such  a  considerable  amount  of  excess  revenue 
that  the  bonds  of  this  company  are  rightly  classed  among 
the  best  securities  of  American  railroads,  and  inclusive  of 
the  issues  of  subsidiary  companies  guaranteed  by  this  cor- 
poration enjoy  a  "  credit''  of  less  than  four  percent^.  The 
margin  over  first  charges  during  the  past  six  years  varied 
between  $3,649,000  and  $5,147,000,  ^  and  a  little  over 
$4,000,000  being  required  for  a  4^p.c.  dividend,  the  latter, 
owing  also  to  a  strong  reserve,  possesses  a  degree  of  regu- 
larity characteristic  of  but  few  American  shares,  a  circum- 
stance refiected  in  the  quotation,  which  during  the  past 
six  years  but  once  fell  below  par — namely  in  1890,  when 
it  touched  98. 

The  board  of  directors  includes :  Mr.  Ohauncey  M.  Depew, 
President,  one  of  the  most  prominent  members  of  the  Repub- 
Ucan  party,  equally  famous  as  an  orator  and  a  lawyer,  and 
frequently  called  the  "first  gentleman  of  America"; Messrs. 
ConaeUus,  WilUam  K.  and  Frederick  W.  Vanderbilt,  members 
of  the   well  known  family,  the  last  named  of  this  trio  dis- 


*  Investor's  Review^  May  1892,  p.  342. 

2  The  following  table  shows  net  income  over  expenditure  and  surplus  for  the 
past  six  years. 

1886 Net  income  over  exp.  $4,650,100  Surplus  $1,072,968 

1887 «           «           n       «  5.147,509  ,          1,570^77 

1888 «           »           «       «  3,675,118  „              97,986 

1889 „           «           «        n  4,166348  „             142.074 

1890 n           »           1.       ^  4,773,492  ,            749,219 

1891 «           »           »       «  3.649.299  Deficit.        358,457 

American  Railroads.  14 
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playing,  it  is  said,  much  of  the  talent  of  the  Commodore; 
Mr.  J.  Pierpont  Morgan,  one  of  the  ablest  financiers  of  the 
country ;  Mr.  W.  Bliss,  a  brother-in-law  of  the  Vanderbilts, 
and  Mr.  S.  S.  Jewett. 

Among  the  more  recent  events  which  are  of  special  interest, 
to  investors  we  find  the  resolution  to  introduce  the  inter* 
lock  system,  a.  fact  which  seems  connected  with  several  very 
serious  accidents  which  occurred  in  1891.  The  N.  Y.  C.  will 
be  the  first  American  railway  to  adopt  this  safety  appliance. 
The  cost  of  this  work  is  estimated  at  several  miUion  dol- 
lars. Next  a  recent  order  of  the  Federal  Government  to 
raise  the  bridge  across  the  Harlem  River  24ft.  will  involve 
an  expenditure  of  some  $3,000,000.  Of  course  the  company 
can,  with  its  high  credit,  easily  provide  for  these  betterments ; 
and  it  seems  as  if  the  $7,000,000  that  may  be  issued  in 
addition  to  the  $8,000,000  debentures  of  1890  (4  p.c.)  will 
be  used  for  this  purpose.  Supposing  both  the  bridge  and  the 
inter-lock  system  together  cost  $5,000,000,  fixed  charges  would 
increase  $200,000,  a  sum  which  is  not  likely  to  interfere  in 
any  way  with  the  usual  dividend,  a  considerable  surplus, 
having  been  earned  in  all  recent  years  except  the  last,  while 
the  introduction  of  the  inter-lock  system  would  undoubtedly 
result  in  savings. 


CHAPTER  XV. 


THE     ERIE     SYSTEM. 


Ever  since  its  opening  the  Erie  Railroad  has  been  one 
of  the  principal  railways  between  East  and  West.  It  was 
chartered  in  1832,  when  the  struggle  for  commercial  supre- 
macy, then  raging  between  the  Eastern  cities,  had  been 
decided  by  the  Erie  Canal  in  favour  of  New  York. 

The  New  York  &  Erie  RR.  was  projected  to  connect 
Piermont,  situated  a  few  miles  above  New  York  on  the 
Hudson,  with  Dunku'k  on  Lake  Erie ;  but  owing  to  numerous 
adversities  the  line  was  not  completed  until  long  after  the 
general  introduction  of  locomotive  engines,  in  1851.  Since 
1860  the  company  has  gradually  extended  its  hues,  and 
although  its  history  from  the  day  it  was  chartered  until  a 
few  years  ago  is  nothing  but  a  record  of  mistakes  and 
malpractices  which  seriously  interfered  with  its  growth  by 
repeatedly  involving  it  in  financial  difficulties,  the  railway, 
owing  to  the  wonderful  strengthof  its  constitution,  developed 
into  a  system  occupying  a  very  prominent  position  among 
the  great  railroads  of  America. 

Unlike  tlie  Vanderbilt  line,  the  Erie  neither  followed  an 
established  trade  route  nor  valleys  of  important  rivers;  it 
cut  its  way  diagonally  through  New  York  State,  going  from 
the  mouth  of  the  Hudson  to  the  head  of  Lake  Erie  in  as 
straight  a  Une  as  the  hills  obstructing  its  path  would  permit, 
and  following  the  picturesque  ravines  and  darting  streams 
that  wind  through  one  of  the  lovehest  parts  of  the  Eastern 

14* 
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States.  It  need  hardly  be  said  that  this  route  was  by  no 
means  an  advantageous  one.  Steep  gradients  rendered  the 
cheap  movement  of  freight  an  impossibiUty,  while  local  traffic 
was  lacking;  to  neutraUse  these  drawbacks  the  expenditure 
of  vast  sums  and  the  exercise  of  a  considerable  amount  of 
patience  were  necessary,  arid  although  the  engineers  undoubt- 
edly succeeded  in  gradually  removing  technical  difficulties, 
while  the  company  attracted  a  prosperous  population 
and  important  industries  to  the  towns  and  villages  along 
its  Une,  the  absence  of  natural  advantages  probably  never 
will  be  entkely  offset  even  by  the  dexterous  appUcation  of  these 
stimulants.  The  Erie  was  projected  to  become  a  Une  for  through 
traffic;  and  upon  through  traffic  it  will  always  have  to  depend 
more  than  upon  local  business.  This  being  a  recognised  fact  it 
seems  pertinent  to  remark  here  that  since  through  traffic 
requires  very  low  rates,  and  low  rates  in  turn  admit 
of  profits  only  on  very  good  roads,  perfection  of  roadbed  is 
the  basis  without  which  a  sound  financial  condition  of  the 
company  is  impossible. 

It  is  not  necessary  to  trace  the  development  of  the  Erie 
through  all  its  phases.  The  malpractices  of  which  its  officials 
have  been  guilty  and  to  which  reference  is  made  below,  involved 
the  company  in  financial  difficulties  which  could  not  but  hamper 
the  growth  of  the  railway;  yet  in  spite  of  this  serious  handicap 
it  has  gradually  grown  into  a  system  occupying  in  propor- 
tion to  its  length  such  a  prominent  place  among  American 
railways  that  our  attention  is  at  once  called  to  the  exceptional 
degree  of  vitality  it  possesses. 

The  Erie  was  projected  to  ruu  from  Piermont,  near  the 
mouth  of  the  Hudson,  to  Dunkh'k  on  Lake  Erie,  a  little  to 
the  southwest  of  Buffalo,  but  it  gradually  became  necessary 
to  shift  the  terminals  of  the  Erie  proper  to  Jersey  City  and 
Buffalo,  because  these  points  enjoyed  greater  commercial 
advantages  than  the  old  ones.  As  time  went  on  small 
lines  to  important  adjacent  points  were  built  or  leased ;  in 
1868  the  present  New  York,  Pennsylvania  and  Ohio  RR. , 
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then  the  Atlantic  and  Great  Western,  was  leased,  and 
later  on  the  Chicago  and  Atlantic,  now  the  Chicago  and 
Erie,  was  added  to  the  system;  and  to  day  the  Erie  inter- 
connects Chicago,  Cincinnati,  Cleveland,  Buffalo,  New  York, 
the  Pennsylvania  coal  fields,  and  the  oil  region. 

The  following  is  an  enumeration  of  the  principal  lines 
now  constituting  the  Erie  system: — 

Owns : —    Main  Line  and  Branches 551  miles 

Leases: —  Buffalo  N.  Y.  &  Erie 140      ;, 

Buffalo  &  Southwestern 66      „ 

Various  smaller  railways 345      „ 

Erie  lines  proper 1,102     „ 

N.Y.  Pa.,  &  Ohio  System 596      „ 

Controls: —  Chicago  &  Erie 268      „ 

Total  Erie  System  1^6     „ 

Various  feriy-bcats  ply  between  several  points  of  New 
York  and  the  Erie  "depot"  in  Jersey  City,  a  spacious 
and  well-appointed  building  constructed  in  1888.  Soon  after 
leaving  this  station  the  rails  go  through  the  Bergen  tunnels 
and  turn  in  a  northern  direction,  passing  Paterson,  N.  J., 
the  prosperous  centre  of  a  fine  agricultural  district  which 
provides  the  New  York  and  Philadelpliia  markets  with  fruit 
and  vegetables.  Thirty-two  miles  north  of  New  York  the  old 
track  to  Pierpont  branches  off  to  the  right,  and  at  Turners 
and  Greycourt  there  are  lines  to  Newburgh  on  the  Hudson, 
connecting  the  Erie  with  the  N.  Y.  and  N.  E.  RR.  to  Hartford, 
Conn.,  and  Boston,  Mass.,  this  Une  interchanging  New  England 
traffic  with  the  Erie.  Up  to  this  point  numerous  residences 
are  in  course  of  construction,  many  New  York  business  men 
building  th^h*  homes  here,  where  ground  is  cheap  and  the 
cost  of  living  low.  The  Company  as  well  as  the  landowners 
do  everything  in  their  power  to  encourage  settlement  in  this 
charming  region,  which  abounds  with  hills  and  lakes,  and 
seem  to  succeed  very  well;  the  excellent  suburban  train 
service   of  the   Erie   brings  an  increasing  local  traffic,  and 
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bids  fair  to  become  very  remunerative  before  long.  It  is 
curious  to  see  how  American  railways  can  force  an  entire 
region  to  become  populous  and  prosperous  if  once  they  make 
serious  efforts  in  that  direction. 

The  line  proceeds  until  it  reaches  Lackawaxen,  where  it 
meets  an  important  branch  from  the  Scranton,  Pa.,  coal 
district.  Scranton  is  an  important  railway  and  mining  centre 
in  the  Pennsylvania  anthracite  region,  and  this  branch  brings 
enormous  quantities  of  coals,  of  which  the  Erie  carries  nearly 
eleven  million  tons  annually.  In  Lackawaxen  the  Erie  also  meets 
the  upper  Delaware  River,  which  it  follows  as  far  as  Binghamton. 
In  Binghamton  the  Delaware  and  Hudson  Canal  Company's  line 
crosses  the  Erie.  This  company,  in  whose  building  in  Cort- 
landt  Street,  New  York,  the  Erie  offices  are  to  be  found, 
is  on  very  friendly  terms  with  the  Erie;  running  from 
Binghamton  to  Albany,  it  connects  with  the  Pinchbui^g 
RR.,  (which  is  the  rival  of  the  Boston  and  Albany  RR.  of 
the  Vanderbilt  system)  for  Boston,  and  along  these  two 
lines  the  bulk  of  Western  through  freights  of  the  Erie,  to 
and  from  Massachusetts,  are  despatched.  In  the  same  man- 
ner Western  freights  for  Philadelphia  leave  the  Erie  at 
Waverley,  a  few  stations  west  of  Binghamton,  to  reach  their 
destination  along  the  Lehigh  Valley  and  Reading  railroads, 
and  in  return  these  two  lines  as  well  as  the  Delaware 
&  Hudson  bring  huge  quantities  of  coal  from  the  anthracite 
district  which,  in  addition  to  those  carried  directly  by  its 
own  branch  to  Scranton,  render  the  Erie  one  of  the  most 
important  "coalers";  the  volume  of  "black  diamonds" 
which  it  carried  in  1891  amounted  to  10,751,000  tons,  and 
as  far  as  quantity  goes  is  considerably  in  excess  of  all 
other  freight  carried.  Coal  is  transported  chiefly  as  "through  " 
freight,  although  several  milUons  of  tons  are  used  at  local 
points,  there  being  a  number  of  important  manufacturing 
towns  along  the  line.  Of  through  coal  freights  a  Uttle  over 
one-half  goes  to  the  seaboard,  the  rest  to  the  West. 

The  Lehigh  Valley,  now  leased  to  the  Reading,  will  have 
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completed  its  own  line  to  Buffalo  during  the  nummer  of  1892, 
and  as  it  pays  a  considerable  sum  ($2,500,000  per  annum 
and  half  the  salaries  of  the  employees)  for  the  use  of  the  Erie 
track  from  Waverly  to  Buffalo,  a  very  considerable  decrease 
of  revenue  seems  to  await  the  Erie  company,  unless  an 
arrangement  with  another  company  can  be  entered  into. 

West  of  Binghamtou  the  road  follows  the  Upper  Susque- 
hanna. The  scenery,  although  not  characterised  by  the 
serene  grandeur  of  the  Alleghanies,  is  very  attractive.  The 
long  ridge  of  mountains  bearing  that  name  ceases  some  fifty 
miles  south  of  the  Erie  line,  but  its  outposts  stretch  for 
hundreds  of  miles  further  north,  and  develop  into  the  Cats- 
kill,  .White,  and  Adirondack  mountains  until  they  reach  the 
St.  Lawrence.  The  line  follows  the  valleys  of  the  Delaware 
and  Susquehanna,  and  later  of  the  Chemung,  Canisteo,  and 
Conhaston  rivers.  There  are  numerous  embankments,  tunnels, 
and  trestles,  the  Portage  Viaduct  being  conspicuous  among 
the  latter ;  it  carries  the  trains  over  the  top  of  six  tall  and 
thin  iron  towers  rising  from  the  bottom  of  a  ravine  to  an 
altitude  of  more  than  200  feet  above  the  level  of  a  seething 
stream  that  runs  through  the  narrow  valley  beneath. 

From  Binghamton  to  Elmira,  N.Y.,  is  about  60  miles. 
This  town  is  a  busy  manufacturing  centre  with  a  population 
of  30,000,  and  is  a  station  of  the  Northern  Central  (of 
the  Pennsylvania  system),  the  Delaware  and  Lackawanna, 
and  the  Lehigh  Valley  railroads.  Five  stations  west  of 
Elmira,  a  leased  hne,  the  Buffalo,  N.Y.,  and  Erie,  leaves 
the  main  road,  making  a  direct  connection  with  Buffalo  and 
Niagara  Falls,  and  meeting  the  Grand  Trunk  at  International 
Bridge,  thus  constituting  the  Grand  Trunk  and  Erie  route 
to  Chicago.  This  branch  line  also  connects  with  Rochester, 
with  its  population  of  135,000,  and  at  Attica  is  joined  by 
a  second  Erie  branch,  which  leaves  the  main  line  50  miles 
further  west  of  Elmira.  Thus  Salamanca  is  approached, 
where  engine-houses  and  workshops  are  to  be  found,  although 
these   are  not  on  so  large  a  scale  as  similar  establishments 
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which  the  coinpany  owns  in  Jersey  City,  Buffalo  and  Sus- 
quehanna; from  Salamanca  to  Dunkirk  the  road  runs  fairly 
level  until  the  blue  lake  is  in  sight.  At  Salamanca  the  branch 
to  Johnsonburg  meets  the  Erie,  penetrating  into  the  bitu- 
minous coal  and  oil  region.  This  line  is  connected  with  the 
Erie  Coal  &  RR.  Co.'s  property  (p.  233)  which  can  be  seen 
one  of  the  most  stupendous  engineering  feats  of  America,  the 
Kinzua  viaduct.  It  is  situated  45  miles  south  of  Salamaijca, 
where  a  valley  half  a  mile  wide  and  300  feet  deep  is  tra- 
versed. The  valley  being  to  deep  for  an  embankment,  it 
was  first  thought  best  to  lead  the  line  through  it  along 
gentle  slopes,  but  ultimately  another  method,  tlie  erection  of 
a  series  of  towers  which  were  to  carry  the  rails,  was  resolved 
upon.  These  towers  merely  consist  of  iron  frames  ending 
in  an  edge  whereon  the  rails  rest,  and  those  in  the  centre 
are  fully  300  ft.  high.  They  look  by  no  means  as  strong 
as  they  are,  and  to  see  a  train  running  over  this  apparently 
unsafe  structure  is  a  very  curious  spectacle,  and  one  that 
tells  a  significant  tale  of  the  triumphs  of  modern  engineers. 
One  of  the  greatest  marvels  of  this  viaduct  is  that  its 
superstructure  cost  less  than  $300,000. 

In  Salamanca  the  Erie  proper  meets  the  New  York, 
Pennsjdvania,  and  Ohio  system,  596.5  miles  in  length,  which 
it  has  leased  since  1868.  The  New  York,  Pennsylvania,  and 
Ohio  runs  via  Marion,  and  connects  with  Cincinnati  by  using 
the  Cincinnati,  Hamilton  &  Dayton  RR. ;  it  has  three  branches 
into  the  oil  region,  and  one  to  Cleveland,  and  meets  the 
Chicago  and  Erie  in  Marion,  0.  This  line  is  controlled  by 
the  Erie  and  connects  with  Chicago,  thus  forming  a  through 
route  between  Chicago  and  Jersey  City. 

Although  the  Erie  has  good  connections,  and  an  excellent 
business,  in  proportion  to  the  length  of  the  system,  it  is 
from  a  technical  point  of  view  inferior  to  the  New  York 
Central   and   the  Pennsylvania;    perhaps  it  would  be  more 
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correct  to  say  the  latter  are  superior,  for  whatever  the  Erie  may 
be  in  comparison  with  the  most  perfect  railways  of  their  country, 
if  not  of  the  world,  it  still  is  equalled  by  few  in  point  of 
excellence.   The   main  line  is  very  highly  spoken  of  by  the 
New   York   State  Board  of  Railroad  Commissioners;  it  has 
block  signals  throughout — a  safety  appliance  which  is  rather 
rare   in    America;    the   greater  part  is  well  ballasted  with 
broken  stone  or  gravel,  sleepers  are  in  excellent  condition,  and 
steel  rails,  already  of  a  superior  type,  are  being  gradually  replaced 
by   80lb.    ones;    there   are   very   few   wooden  bridges  and 
trestles,    numerous   new  iron  structures  having  replaced  the 
old  ones,  and  although  the  vast  majority  of  stations  cannot 
be   called   excellent   there    are   also  many  of  the  very  best 
description.   This  satisfactory  degree  of  perfection  has  been 
attained  during  recent  years,  and  the  numerous  betterments 
that  were  effected  were  paid  for  out  of  earnings;  they  were 
indispensable   if  the   company  was  to  maintain  its  position 
as  a  carrier  of  staple  produce.  It  is  this  kind  of  traffic  and 
notably  the  transportation  of  coals  which  is  carefully  culti- 
vated  by  the  Erie,  and  in  Chicago,  Cleveland,  and  Buffalo 
as  well  as  in  the  coal  and  oil  regions  it  is  one  of  the  first 
and  foremost  caterers  for  bulky  freights  which  can  be  earned 
in   full   train   loads  and  without  gi^eat  speed,  and  therefore 
at  a  good  profit  although  at  low  rates.  In  connection  here- 
with  it   may   be   mentioned   that  the  Erie  makes  a  larger 
profit    on   its   freight   per  ton-mile   than   the   other   trunk 
lines.  Freight  is  the  great  business  of  the  Erie,  and  passen- 
gers are  of  but  secondary  importance.  The  New  York  Central 
earns    almost   as  much  from  passengers  as  from  freight;  to 
the  Erie  the  latter  source  of  revenue  yielded  in  1891  nearly 
foar   times    as   much    as   the  former,  and  this  line,  with  a 
mileage  much  smaller  than  that  of  any  of  its  rivals,  moves 
more  freight  per  mile  of  road  than  any  other  trunk  line. 

The  following  compilation  shows  the  growth  of  passenger 
and  freight  business,  which  has  been  very  satisfactory 
indeed. 
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Table  showing  the  groivth  of  passenger  and  freight  busi- 
ness and  movement  of  rates  on  the  Erie,  inclusive  of  the 
N.  Y.   Pa.,  &  0.  BR.:— 


Length 

Passengers, 

Freight. 

Number 

Number 

cai-ried 

one   mile 

(Millions) 

Average 

Tons 

Tons  carr. 

A  ver. 

Year 

in 

Carried 

Bate 

Carried 

one  mile 

Rate 

Miles. 

(Millions) 

(Cents) . 

(Millions) 

(Jdillions) 

(Cents). 

1877 

956 

4-8 

170-8 

1.88 

61 

1,114  5 

0.95 

1878 

928 

4-8 

140  3 

2.19 

6-1 

1,224  7 

097 

1879 

928 

4-8 

149  1 

2  09 

8-2 

1,569-2 

0.72 

1880 

952 

54 

180-4 

2.04 

8-7 

1,721-1 

0.84 

1881 

979 

6-7 

200-4 

2.01 

11  0 

1,984-3 

080 

1882 

1,029 

6-7 

225-1 

194 

11-8 

1,954  3 

075 

1883 

1,295 

6-9 

247-1 

1.96 

13  6 

2,306-9 

0.78 

1884 

1,601 

6-7 

2351 

2.18 

16  2 

2.498-8 

0.68 

1885 

1,601 

72 

250-6 

1.75 

14-9 

2,381-7 

0.628 

1886 

1,609 

7-7 

256  1 

1.90 

18  6 

2.882-3 

0.636 

1887 

1,609 

83 

2548 

1.94 

198 

3,022  0 

0  662 

1888 

1,612 

101 

289-2 

1.81 

21-3 

3,062  8 

0  669 

1889 

1,632 

11-8 

313-5 

1.62 

21-5 

3,165  2 

0.649 

1890 

1,632 

13  2 

335-8 

1.65 

241 

3.519  4 

0.636 

1891 

1,698 

13-8 

345-7 

1.62 

24-9 

3,640  6 

0.620 

Speaking  broadly  the  decline  in  rates  shown  by  the  fore- 
going table  has  not  caused  a  reduction  in  earnings  per  mile 
of  road ;  and  although  at  present  less  per  mile  is  earned  than 
in  the  years  1880 — 83,  the  annual  revenue  per  mile  both  gross 
and  net,  has  been  progressive  since  1885. 

The  subjoined  table  shows  total  earnings  per  mile  since 
the  completion  of  the  main  line: — 


Year, 


Oross 
Earnings. 


Net 
Earnings . 


Gross  earn, 
per  mile 


Net  earn, 
pet  mile. 


1852 
1857 
1862 
1867 
1872 
1877 
1882 
1887 
1888 
1889 
1890 
1891 


3^7,766 
5,742,606 
7,863,973 
14.317,213 
18,471,887 
14,708,890 
19,975,774 
26,567,859 
27,217,990 
27,004.406 
29,068,935 
30,090,699 


1702,598 

7,608 

1.897,794 

11,531 

2.992,642 

14.C68 

4,005,996 

18,522 

5.777,383 

19,157 

3.809,050 

15,370 

6,887,680 

19,470 

9,177,186 

16,503 

9,214,521 

16,878 

9,149,981 

16,564 

9.562,984 

17,811 

9.846,763 

17,765 

3,661 

3.811 

5,354 

5,182 

6,024 

3,980 

6,713 

5,700 

5,714 . 

5,606 

5,859 

6,070 
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The  following  statistics  relating  to  the  proportion  of 
articles  of  merchandise  and  coal  carried  show  the  relative 
importance  to  the  company  of  the  movement  of  various 
staples. 

GENERAL   FREIGHT. 

Percntage 

Tons.  of  total. 

rain 970,973  13  68 

Flour 314,176  442 

Merchandise 503,661  709 

Lumber •. : 875,213  12-33 

Other  products  of  the  forest 410,189  578 

Iron  and  other  ores 293,344  413 

Stone,  sand,  etc 615,543  867 

Livestock 207,429  2*92 

Salt 230,537  32 

COAL  FREIGHT. 
Total 10,751,675  41 

Of  the  total  tonnage  classed  as  merchandise  freight, 
3,063,465  tons,  or  43*14  per  cent,  originated  on  this  Com- 
pany's line;  5,148,306  tons,  or  72*51  per  cent,  was  east- 
bound;  and  1,951,522,  or  27*49  per  cent,  was  west-bound. 

Of  the  total  tonnage  of  coal  8*2  million  tons  were 
anthracite,  2*3  millions  bituminous,  and  0*16  million,  coke. 
55*52  per  cent,  was  carried  to  local  points,  the  rest  to  the 
Eastern  and  Western  terminals. 

Subjoined  are  comparative  statements  relating  to  traffic 
and  earnings  during  the  last  four  years. 

Miles  run  by  trains. 

N.  Y.  L  E.  &  W.  RR.  AND  BRANCHES,  EXCLUDING  N.  Y.,  P.  AND  0.  RR. 


By 

1891. 

1890. 

1889. 

1888. 

Passensrer  Trains 

5,315.193 

11,243.241 

3307,989 

205,240 

4,801,305 

8,624,638 

2,979,337 

184.174 

4,666373 

8,877,402 

2,952,627 

229,417 

5.137,052 

10.258,799 

3,317.771 

243,805 

Freisrht  Trains 

Switchinfi:  Trains 

other  Trains 

Total 

20,071.663 

16,589.454 

16,725,825 

18,957,427 
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Traffic  with  average  of  haul  and  load. 
N.  Y.,  L.  E.  &  TT.  RR.  and  Branches,  excluding 

N.    Y.,    P.    &   0.   RR. 


Description. 


Number  of  Passengers 

Passengers  carried  one  mile... 

Tons  General  Freight 

Tons  Coal 

Tons  General  Freight  carr.  one 

mile 

Tons  Coal  carried  one  mile.... 

Total  Tons  Freight 

TotalTons  Freight  carr.  one  mile 

Averages — 

Tons  of  Freight  per  Train.... 
Biiles  each  ton  was  hauled.... 

Passengers  per  Train 

Miles  each  Passenger  was  hauled 


1891, 

1890. 

1889. 

1888. 

11.832,180 

280786,979 

7.099.828 

10,751,675 

11,421,734 

258,914,054 

6  719,144 

9,587,982 

10,107.306 

237.581,230 

5,706,986 

9371,146 

« 

8,543.684 

214,074,981 

4.975.423 

10,198.586 

1,499313,870 

1,247,777,305 

17.851,503 

2,747,091,175 

1,471,875,937 

1,084376,694 

16.307,126 

2,556,752,631 

1,244,815.432  1,075,878.647 

1,110,720.765  1.174,999,384 

15,084,132'      15.174,009 

2355  536,197  2,250,878,031 

244 

249 

265 

1 
261 

154 

157 

156 

148 

.50 

50 

51 

45 

23  7 

227 

23-5 

25 

Earnings  and  expenses  per  trainmileandperimit  of  traffic. 
N.  Y.,  L.  E.  &  W.  RR.  and  Branches,  excluding 

N.    Y.,    P.    &   O.    RR. 


Description^ 

1891. 

1890. 

1889. 

1888. 

Earnings  ner  Freisrht-Train  Mile 

SI. 58 

$1.65 

$1.79 

$1.63 

Exnenaes                _            _            _  

1.05 

1.08 

1.12 

1.16 

j_<^vjpcuoco                             „                     „                     ........... 

Npt  EarniTio'S                                          _ 

53 

57 

67 

67 

*Earnings  per  Passenger-Train  Mile 

92 

91 

96 

93 

Expenses                 „              „         „    

•     67 

68 

70 

70 

Net  Earnings                „              „         „   

25 

23 

26 

23 

Cents 

Cents 

Cents 

Cents 

Earnings  p.  ton  p.  mile,  Merchandise  Freight 

.733 

.753 

.770 

.803 

Earnings  per  ton  per  mile.  Coal  Freight.. 

.540 

.536 

.566 

.611 

Earnings  per  ton  per  mile,  All  Freight... 

.645 

.661 

.674 

.703 

Expenses 

.429 

.435 

.423 

.444 

Net  Earnings       „              „                 „ 

.216 

.226 

.2)1 

.259 

Farain&rs  Der  "Dassenerer  ner  mile 

1.545 

1.584 

1.639 

1.777 

Expenses                  .                .       

1.265 

1.349 

1.370 

1.582 

Net  Earniners                                     .        

.280 

.235 

.269 

.195 

The  growth  of  the  Erie  and  its  business,  no  matter  how 
satisfactory  it  may  be,  undoubtedly  would  have  been  gi^eater 


CHAP.  XV.  THE  ERIE  SYSTEM.  221 

still  but  for  the  financial  embarassments  which  befell  the 
company  as  a  result  of  dishonest  practices  perpetrated  by  those 
who  controlled  the  property  in  its  early  days.  Instead  of 
giving  their  undivided  attention  to  the  promotion  of  the 
interests  of  their  corporation  the  vast  majority  of  these  gentle- 
men thought  mainly  of  their  own,  and  almost  from  the  day 
the  company  was  chartered  until  comparatively  few  years 
ago  the  history  of  the  Erie  is  nothing  but  a  record  of 
rascalities,  fraud,  and  dishonesty  intimately  connected  with 
the  fact  that  Erie  shares  for  many  years  were  the  principal 
playball  of  Wall  Street  in  a  game  in  which  all  the  most 
famous  operators.  Drew,  Vanderbilt,  Gould,  Jerome,  Little, 
and  others  had  then-  turn. 

The  Erie  was  chartered  in  1832,  and  building  operations 
commenced  in  1836.  In  1841,  long  before  the  whole  line 
was  completed,  the  financial  difftculties  commenced.  The 
$6,000,000  authorised  stock  was  taken  up  by  the  public  to 
the  extent  of  but  one-sixth,  and  the  costs  of  construction 
were  defrayed  out  of  $1,000,000  cash  subscriptions  and  a 
loan  of  $3,000,000  from  the  State.  It  need  scarcely  be 
said  that  these  funds  were  insufficient  to  carry  out  the  work, 
and  hence  the  company  encountered  financial  difficulties  from 
the  very  start.  Its  small  funds  being  soon  exhausted  by 
construction,  it  was  impossible  to  pay  interest  on  the  three 
million  dollars  advanced  by  the  State  of  New  York  upon 
the  security  of  a  mortgage  upon  the  completed  section.  In 
1845,  by  which  time  it  had  become  apparent  that  further 
progress  was  impossible,  nay,  when  the  entire  enterprise 
threatened  to  collapse  unless  the  State  waived  its  mortgage 
rights,  the  Albany  Legislature  made  this  concession  on  condi- 
tion that  the  road  should  be  completed  within  six  years; 
and  access  to  new  funds  being  given,  the  line  from  Piermont 
to  Dunkirk  was  opened  in  1851. 

During  the  first  years  of  the  existence  of  the  New  York 
&  Erie  RR.  business  was  fairly  satisfactory,  but  owing 
to  injudicious  extensions,  leases,  etc.,  the  company  defaulted 
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in  1859,  and  was  placed  in  the  hands  of  a  receiver.  In 
1861  a  reorganisation  followed  which  was  succeeded  by 
prosperous  years,  during  some  of  which  the  company  paid 
as  high  a  dividend  as  8  p.c.  Its  name  now  had  become  the 
Erie  Railway  Company,  and  Mr.  Daniel  Drew  was  made 
President  and  Treasurer. 

The  advent  of  that  gentleman  marks  the  beginning  of  a 
series  of  swindles  which  is  without  a  parallel  in  the  history 
of  American  railroads.  For  more  than  a  score  of  years 
the  property  was  chiefly  used  as  a  gambling  implement  for 
Wall  Street,  and  subjected  to  so  many  malpractices  that  it 
would  be  impossible  to  enumerate  them  here;  I  can  only 
cite  a  few  of  the  most  notable  events. 

The  modus  operandi  of  Drew  was  very  simple.  Immedi- 
ately after  the  reorganisation  the  company  had  neither  funds 
nor  credit,  and  Drew  was  the  only  person  who  would  ad- 
vance money  on  the  road's  own  securities ;  therefore  by  with- 
holding or  extending  his  credit  he  could  at  will  involve  the 
company  in  embarrassments  or  relieve  it  from  them.  He  had 
absolute  control  of  the  road,  and  by  causing  it  to  have 
abundant  funds  or  none  at  all  as  he  chose,  he  speculated  in 
Erie  stock  with  abounding  success  if,  having  regard  to  the 
certainty  of  their  results,  his  operations  could  be  called 
speculations.  Within  seven  months  Erie  stock  once  rose 
from  30  to  230  and  fell  back  again  to  41,  and  it  is  evident 
that  the  individual  who  was  able  to  cause  such  heavy  fluc- 
tuations could  conduct  speculations  in  ^'the  Street"  with 
unprecedented  success.  ^ 

While  Drew  was  speculating  in  Erie  shares  Mr.  Cornelius 
Vanderbilt  had  united  his  seven  small  lines  into  the  New 
York  Central,  and,  bent  upon  controlling  the  traffic  between 
the  West  and  New  York,  lie  recognised  that  possession  of  the 
Erie  was  essential.  After  a  few  years  of  skirmisliing  it  came 
to  a  battle  between  himself  and  Drew,  while  a  third  party, 
composed  of  Boston  and  New  York  financiers,  also  entered 

'  W.  W.  Fowler:  Tea  Years  in  Wall  Street,  p.  439. 
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into  the  contest  for  supremacy,  which,  however,  was  won  by 
Daniel  Drew.  Bat  Mr.  Vanderbilt  was  not  the  man  to  be 
beaten,  and  his  first  defeat  only  embittered  him  and  led  him 
to  call  in  the  assistance  of  his  millions.  The  Commodore, 
as  is  well  known,  was  a  financial  genius,  and  if,  therefore^ 
his  endeavours  to  oust  Drew  were  unsuccessful,  it  is 
evident  that  the  latter  possessed  no  mean  abilities.^  For 
a  long  while  nobody  could  explain  how  Drew  managed  to 
keep  the  Commodore  at  bay,  because  the  latter  bought  every 
share  he  could  lay  hold  of;  but  at  last  it  transpired  that 
Drew,  controlling  the  Erie,  constantly  created  new  stock 
by  the  million,  so  that,  no  matter  how  much  Vanderbilt 
bought.  Drew  had  more.  At  one  time— in  1869 — nobody 
knew  the  exact  amount  of  Erie  stock  outstanding,  with  the 
result  that  the  committee  of  the  New  York  Stock  Exchange 
refused  to  quote  officially,  a  measure  which,  however,  by  no 
means  restricted  speculation.  While  Drew  and  Vanderbilt 
were  fighting.  Jay  Gould,  then  in  his  teens  as  a  financier^ 
tried  to  steal  a  march  upon  both,  but  was  badly  beaten; 
nevertheless  the  contest  ended  with  an  entente  cordiale  be- 
tween Drew  and  the  Commodore,  and  Gould,  it  appears, 
was  forgiven.  After  the  termination  of  the  Drew  regime^ 
in  1868,  Jay  Gould  and  his  friend  "Jim"  Fisk  obtained 
control,  and  conducted  the  affairs  of  the  company  in  a  man- 
ner worthy  of  the  traditions  of  the  Drew  presidency.  Like 
their  predecessor,  these  two  gentlemen  "  watered ' '  and  spe- 
culated, and  at  the  same  time  they  seem  to  have  com- 
mitted downright  frauds;  at  least,  when  Gould  resigned  in 
1872 — it  is  said  because  he  feared  to  share  the  fate  of  his 
partner  Fisk,  who  was  murdered — he  repaid  $9,726,000  to 
the  company,  this  sum  having  been  fraudulently  misappro- 
priated by  him.   We  may,  however,  add  that  Gould  specu- 

1  In  the   Xorth  American  Renew  (1869—71)   Mr.  C.  F.  Adams  has  chronicled  the 
eading  events  of  this  exciting  battle  in  a  series  of  "  Chapters  on  Erie."  Speak- 
ng  of  the  characteristes  of  the  two    men  Mr.  Adams  says:  "the  two  rascals 
were  each  other's  equal." 
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lated  upon  the  effect  of  his  "  honesty,*'  and  made  more  in 
Wall  Street  than  his  present  cost  him. 

After  the  resignation  of  Gould,  and  the  brief  and  insignifi- 
cant interregnum  of  President  Dix,  who  resigned  a  few  months 
after  his  election,  Mr.  Watson  became  president.  He  was  little 
better  than  Drew,  Fisk,  or  Gould,  and  it  seems  he  differed 
from  these  gentlemen  only  in  the  fact  that  he  threw  his 
energies  rather  in  the  direction  of  an  increase  of  funded 
debt  than  of  shares.  Within  three  years  the  outstanding 
amount  of  bonds  was  more  than  doubled,  being  increased 
from  $26,000,000  to  $54,000,000.  These  issues  consisted 
of  the  first  and  second  mortgage  bonds,  which  were  sold  at 
scandalously  low  prices,  and  the  proceeds  from  them  were 
used  to  pay  dividends  upon  the  preferred  stock.  The  worst 
work  of  Watson,  however,  was  the  lease  of  the  Atlantic 
and  Great  Western  (the  present  N.  Y.,  Pa.,  &  0.)  a  property 
in  which  many  Erie  "  bosses  "  were  interested,  for  a  rental 
amounting  to  35  per  cent,  of  gross  earnings,  whereas  hardly 
25  per  cent,  of  such  earnings  remained  after  working  expendi- 
ture had  been  met. 

The  result  of  these  rascalities  is  evident;  the  stock  became 
terribly  inflated  and  the  company  burdened  with  charges  it 
could  not  possibly  meet.  When  Watson  resigned,  in  1874, 
the  funded  debt  and  share  capital  aggregated  $155,000,000 
while  the  property,  in  spite  of  some  improvements,  had  cost 
not  more  than  at  the  outside  one-third  of  that  sum.  Presi- 
dent H.  C.  Jewett,  who  succeeded  Mr.  Watson  in  1874, 
was  the  first  president  of  the  Erie  possessing  a  fair  amount 
of  integrity,  and  he  commenced  to  improve  the  property, 
although  this  was  rendered  exceedingly  difficult  by  the 
financial  crisis  of  1873,  as  well  as  by  the  fact  that  every  inch 
of  line  was  heavily  mortgaged.  However,  repairs  being 
urgently  required,  they  were  effected,  and  paid  for  out  of 
earnings;  but  these  betterments  absorbed  funds  required  to 
meet  fixed  charges,  and  hence  the  company  was  compelled 
to   default   in   June   1875,   when   the  inabiUty  to  pay  the 
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coupons  of  the  second  consolidated  and  fifth  mortgage  bonds 
was  announced.  This  default  took  the  market  by  sui-prise, 
because  the  payment  of  the  June  coupon  had  been  announced 
a  fortnight  before  it  fell  due;  but  it  appeared  later  on  that 
the  promise  of  an  advance  of  $500,000,  which  sum  was  to 
be  used  for  the  payment  of  these  coupons,  had  been  unex- 
pectedly withdrawn  at  the  last  moment.  This  event  caused 
an  unpleasant  surprise,  especially  in  London,  these  two 
classes  of  bonds  being  largely  held  in  England.  A  reorga- 
nisation followed  in  1876,  according  to  wliich  assessments 
of  3  and  6  per  cent,  were  paid  on  prefeired  and  ordinary 
shares  respectively,  while  the  7  per  cent,  seconds  were  con- 
verted into  6  per  cent,  bonds  and  income  bonds  bearing  4  per 
cent,  until  1887  and  5  per  cent,  thereafter,  in  the  proportion 
of  60  per  cent,  of  the  former  to  40  per  cent,  of  the  latter; 
holders  of  7  per  cent,  firsts  receiving  new  6  per  cent,  bonds 
for  the  par  value  of  those  bonds  and  then-  unpaid  coupons.  In 
return  for  their  assessments  holders  of  preferred  and  ordinary 
shares  received  6  per  cent,  incomes,  and  with  alterations 
of  voting  rights,  the  appointment  of  voting  trustees,  etc., 
these  were  the  principal  features  of  the  reorganisation,  which 
reduced  fixed  charges  and  resulted  in  $3,792,560  being  paid 
as  assessments  and  interest  thereon. 

This  reorganisation  had  a  marked  effect  upon  the  affau's 
of  the  company,  and  while  there  was  hardly  any  increase 
in  mileage  until  1887,  net  earnings  rose  from  $3*6  millions 
in  1876  to  $7-45  millions  in  1881,  or  from  $3,764  to 
$7,612  per  mile.  In  1881,  1882,  and  1883  6  per  cent,  interest 
was  paid  on  the  preferred  shares,  and  in  the  last  of  these 
three  years  a  surplus  of  $650,000  remained,  so  that  the 
company  might  be  assumed  to  be  on  a  sound  basis,  the 
more  because  since  1870  surpluses  amotmting  to  $7,000,000 
had  been  spent  upon  improvements;  yet  in  1884  the  coupon 
of  the  second  consolidated  mortgage  bonds  was  not  paid,  owing, 
it  seems,  to  losses  sustained  by  the  failure  of  two  Xew  York 
banks,  but  also  because  of  a  large  floating  debt,  the  existence 
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of  which  was  unknown  to  the  bondholders.  Hence  confidence 
was  shaken  anew,  but  the  default  did  not  lead  to  a  reor- 
ganisation ;  a  settlement  was  arrived  at,  coupons  being  partly 
funded  and  partly  paid  in  cash.  Since  1885  no  further 
default  has  been  made,  and  a  series  of  years  with  favour- 
able balances  and  large  expenditures  upon  bettennents  im- 
proved the  condition  of  the  company  to  such  an  extent  that 
it  was  in  a  position  to  declare  a  dividend  of  3  per  cent, 
on  its  preferred  shares  in  December,  1891.  The  strong 
constitution  of  this  corporation  is  rendered  manifest  by  the 
fact  that  in  spite  of  the  gi^oss  abuses  perpetrated  upon  it, 
and  although  its  credit  was  exhausted,  it  succeeded  in  righting 
itself  again  in  a  comparatively  short  number  of  years ;  and 
a  glance  at  the  subjoined  tables  will  suJBBlce  to  show  that 
progress  is  gradual  and  healthy.  Although  after  1885  mile- 
age increased  but  6  per  cent.,  gi^oss  earnings  grew  nearly  50 
and  net  over  60  per  cent.,  and  by  degrees  the  deficit  of 
$1,376,943  of  1885  was  converted  into  a  surplus  of  $1,005,377 
in  1891.  Tonnage  continues  to  increase;  in  1891  it  was  more 
than  50  per  cent,  larger  than  in  1885,  and  during  the  current 
fiscal  year  it  will,  owing  to  abundant  crops  and  the  business 
activity  arising  therefrom,  show  another  considerable  rise.  And 
while  earnings  have  improved,  the  condition  of  the  property 
has  undergone  a  change  which  nobody  can  appreciate  unless 
he  is  acquainted  with  the  railway  as  it  was  five  or  six  years 
ago,  and  as  it  is  to-day. 

The  improvement  of  the  roadbed,  irrespective  of  the  large 
amounts  that  have  already  been  spent  upon  it,  will  continue  to 
require  vast  sums,  and  must  be  persisted  in  until  perfection  is 
attained.  In  his  report  for  1890  President  King  remarks: — 
"A  few  years  ago  the  speed  of  freight  trains  rarely  exceeded 
ten  miles  an  hour;  now  they  average  25  miles.  The  engmes 
were  30  tons,  now  they  are  60.  The  rails  then  weighed 
56lb.,  now  801b.,  and  steel  has  been  substituted  for  iron. 
During  the  past  year  we  put  in  185  tons  of  steel  rails, 
of  which    138   tons   were   801b.    The   Ughter  rails  which 
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they  replace  are  put  on  branches  or  sidings  until  the  entire 
system  has  steel  rails.  The  substitution  is  very  expensive, 
on  account  of  the  great  difference  in  weight  and  price,  and 
it  should  be  borne  in  mind  that  the  expenditui'e  is  paid 
out  of  earnings."  This  remark  deserves  attention,  because 
it  hints  at  the  necessity  of  constant  improvements  to  cope 
with  the  ever-growing  requirements  of  the  pubUc.  The  com- 
pany now  has  a  considerable  annual  surplus,  and  as  in  Decem- 
ber, 1891,  it  paid  a  3  per  cent,  dividend  on  its  small  amount 
of  preferred  shares,  the  possibiUty  of  a  resumption  of  dividends 
at  an  early  date  has  been  discussed  in  some  quarters. 
It  does  not,  however,  appear  very  likely  that  they  will  be 
resumed  in  the  near  future;  years  with  good  prospective 
earnings  will  in  all  probabiUty  be  taken  advantage  of  to 
accelerate  the  indispensable  improvement  of  the  roadbed  and  to 
perfect  the  service,  the  more  because  the  company,  on  account 
of  its  heavy  capitaUzation,  could  hardly  effect  a  new  boiTowing 
for  this  purpose ;  yet  the  only  du'ection  in  which  the  holders 
of  ordinary  shares  may  look  for  returns  is  in  amelioration  of  the 
property.  At  present  the  freight  service  on  the  Erie  is  slower 
than  on  the  other  trunk  lines,  in  consequence  whereof  the  bulk 
of  fast  and  paying  merchandise  seeks  other  routes,  while 
this  road  gets  only  "low"  freights ;  nor  does  passenger  business 
amount  to  much,  its  competitors,  for  obvious  reasons,  getting 
the  cream  of  this  traffic.  By  bringing  the  road  to  absolute 
perfection  this  would  change.  There  would  be  traffic  of  a 
much  higher  class,  against  better  rates,  and  at  the  same  time 
it  could  be  moved  more  cheaply.  Hence  the  only  pohcy 
which  can  be  followed  with  advantage,  and  in  the  tme  interest 
of  the  property,  is  for  the  present  to  spend  eveiy  available 
dollar  upon  improvements.  It  is  to  be  hoped,  and  also  to  be 
expected,  that  these  improvements  will  fui-ther  enhance  the  effi- 
ciency of  the  line.  The  road  suffers  from  over-capitahsation  and 
physical  disadvantages.  The  former  will  be  felt  less  as  time 
goes  on,  and  the  property  increases  in  value  and  earning 
power ;  the  latter  can  only  be  obliterated  by  judicious  improve- 
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ments.  Important  industrial  centres  and  numerous  towns  are 
growing  up  along  the  line,  together  with  a  paying  local 
traffic,  which  heretofore  was  lacking,  the  line  being  until 
recently  almost  entirely  dependent  upon  through  freights.  In 
the  United  States  towns  and  even  vast  stretches  of  country 
grow  with  amazing  rapidity,  and  there  is  no  reason  to  doubt 
that,  provided  honest  and  able  management  continues,  one  pros- 
perous decade  would  suffice  to  place  the  company  in  a  position 
to  pay  regular  dividends  on  the  common  stock,  which,  at  the 
rate   of  4  per  cent.,  would  require  $3,000,000  per  annum. 

For  the  last  fiscal  year  the  available  revenue  amounted  to 
$8,229,730.  The  fixed  charges  required  $7,249,352,  and  hence 
a  surplus  of  over  one  million  dollars  remained. 

Owing  to  the  lapse  of  the  agreement  with  the  Lehigh 
Valley,  which  will  occur  before  this  book  is  in  the  hands  of 
the  pubhc,  and  which,  as  was  stated  above,  must  result  in 
a  considerable  reduction  of  revenue  unless  an  arrangement 
with  another  company  can  be  entered  into,  the  immediate 
prospects  of  the  company  seem  somewhat  uncertain.  On  the 
other  hand  the  Chicago  &  Erie  is  paying  off  its  debt,  and 
the  ownership  of  stock  of  that  subsidiary  corporation  must 
become  more  profitable  as  time  goes  on,  as  will  be  seen  in 
the  chapter  dealing  with  this  company.  As  to  the  relations 
with  the  New  York,  Pennsylvania  &  Ohio  RR.,  these  will 
be  more  folly  dealt  with  under  that  heading. 

Subjoined  are  comparative  statements  relating  to  earnings, 
expenses,  capitalization,  fixed  charges  and  finances: — 
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Balance  Sheet  Sept,  30th. 


Assets, 

Total  cost  of  road,  &c 

Stocks  owned 

Bonds  owned 

Advances  to  Coal  &  RR.  Co 

Do.    other  companies 

Current  Assets : — 

Chicago  &  Erie  RR 

N.  Y.  Pa.  &  Ohio  RR 

Bills  receivable 

Materials  and  supplies 

Due  from  agents,  tac 

Due  from  individuals  and  companies 

Cash 

Contingent  Assets : — 

Chicago  &  Atlantic  Railway  Co 

Other  companies  for  advances, 

Mortgages  on  real  estate 

N.  Y.  L.  E.  &  W.  Coal  &  RR.  Co.  (operating 

and  interest  account) 

Sundry  individuals  and  companies 

Erie  coal  companies,  &c 

Total  assets 


1891. 


167.352,994 

3,265.625 

488,020 

1,398,275 

673,878 


440,760 
106,141 
133,000 
440,007 
1,702,142 
950,076 
490,716 


1.110576 
100.000 


263,790 
1,341,898 


1890. 


165,959,071 

3,213,115 

340.620 

1,121,918 

337,670 


2,214.683 
105,295 

•  •  •      •  •  • 

655.187 

1,809.313 

575,724 

408,776 


995,015 
100,000 

267,492 

220,361 

1,204.627 


180,257.897  :  179,528,799 


1889. 


165,121,358 
2,785,115 

348,120 
2,084.646 

356,862 


73,736 

50,634 

558,511 

1,634,459 

836,223 

561,272 


2,214.683 
854,523 
100,000 

291312 
182,858 
973.486 

179,024,798 


*  Now  a  "  current  asset." 


Liabilities, 


Common  stock 

■  Preferred  stock 

!  Bonded  indebtedness. 


Deferred  Liabilities: — 

Bills  payable 

Sundries 


Current  Liahilities'. — 

Loans  and  bills  payable 

Dividends 

Bond  interest  due  or  accrued. 

Other  interest 

Rentals  due  or  accrued 

TraflBc  balances,  freight 

Traffic  balances,  passenger. . . 

Mileage 

Pay-rolls  for  September 

Audited  vouchers 

Miscellaneous 

Profit  and  Loss  surplus 

Total  liabilities 


1891. 


10,000 
12.598 


2,284,a33 

5,394  I 
1,342,066  I 
265,027  i 
668  969  i 
120  839 
65,245  I 
264,370 
1,196,277 
1,089680 
51,691 
9,264,786 


1890. 


77,414,500  ,  77,404,900 

8,536,600  1   8,536,600 

77.664.885  I  77,766,325 


10,000 
26,209 


1,849,866 
5,394 

1355,066 
181,164 
732,728 
12:3.448 
156,937 
158,649 

1,156,706 

a53,969 

52,433 

9,168.404 


180,257,897  |  179.528,799 


1889. 


77.395,200 

8,536,600 

77,759,245 


10.000 
26,358  , 


2,364,357 
5.394 

1,346,560 
269,188 
671,446 
157,850 
103,368 
147,569 

1,072.223 

618,918 

43668 

8,496,854 

179,024,798 
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Comparative  statement  of  profit  and  loss  for  fiscal  years 

ending  September  30th, 


Bevenue : — 
Earnings,  main  line  &  branches 
Working  Expenses 

Net  earnings 

Pavonia  Ferries  earnings.  

Interest  on  securities 

Other  credit  items. ...  

Total  revenue 

Disbursements : — 

Pavonia  Ferries  expenses , 

Interest  on  funded  debt 

Weehawken  docks  interest 

Interest  on  loans 

Interest  on  mortgages,  &c 

Interest  on  equipment 

Rentals  of  leased  lines 

Taxes - 

Claims  of  prior  years 

Other  debit  items 

Total  revenue 

Surplus 


1890-91. 

$ 

27,503.633 
20,243,936 


7,259,697 
385,094 
385,641 
269,298 

8,299,730 

323.962 

4,688,880 

18,415 

114,592 

7,175 

294,483 

1,518,086 

120,239 

51,955 

156,610 


7,29i352 
1,005,378 


1889-90. 

1888-89. 

$ 

$ 

26,454,834 

24.595.273 

19,505,951 

17,854,424 

6.948,883 

6,740.849 

360,557 

343.759 

454,589 

432.656 

274,870 

300.089 

8,038,899 

7,817,353 

341,627 

269,930 

4,693,021 

4,706.836 

55,245 

55,245 

164,750 

40,484 

6,787 

6,410 

319,488 

314563 

1,220,884 

1,206,055 

119,875 

91.802 

55.692 

100,244 

201.275 

251,008 

7,178  644 

7,042.577 

860,254 

774,776 

Share  Capital  on  September  30th,  1891. 

85,366  Preferred  Shares  of  $100 , .  $18,536,600 

774,145  Common  „  „     77,414,500 

Total  Share  Capital $85,951,100 

Funded  Debt  (see  next  page) 77,664,885 

Total  Capitalization $163,615,985 

Capitalization  per  mile  owned. .  $296,947 

Prefered  stock  has  a  prior  right  to  6  per  cent,  (non-cumula- 
tive) from  the  net  profits,  "as  declared  by  the  board  of  direc- 
tors," but  the  U.  S.  Supreme  Court  held  in  1886  that  this 
stock  has  no  legal  right  to  claim  a  dividend,  although  net 
earnings  are  sufficient. 

Dividends  on  preferred  stock  from  1882  to  1884,  6  per  cent. 
— none  afterwards  tillJan.  15, 1892  when  3  per  cent.was paid. 
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Funded  Debt  June  30th,  1892, 


Description  of  Bonds. 


Issued 


Due. 


Amount 
Outstanding. 


v. 

CO    t 


Annual 
Interest, 


Coupons  Due. 


a  1st  Mortgage 

2nd         „       

3rd         ,       

4th         „       

5th         

a  Buffalo  Branch  Mortg... 

*  1st  Consolidated  Mort 

*  „        „       Funded  Coup. 

*  Reorg.  First  Lien  Bonds. 

*  2nd.  Consol.  Mortg 

*  „         „       Funded  Coup. 
Collateral  Trust 

*  Funded  Coupons  1885.... 

*  Income  Bonds 

Totals 


1867 

1897 

1879 

1919 

1883 

1923 

1880 

1920 

1R58 

1928 

1861 

1891 

1880 

1920 

1880 

1920 

1878 

1908 

1879 

1969 

1879 

1969 

1882 

1922 

1885 

1960 

1876 

1977 

$2,482,000 

2.149,000 

4,617,000 

2,926.000 

706.500 

182,600 

:6.891,000 

3.705.977 

2,500,000 

25.000,030 

8,597.400 

3,344.000 

4.031.400 

508,008 


$77,664,885 


7 
5 

^H 
5 

4 

4 

7 

7 

6 

6 

6 

6 

5 


$173,740.00 

107,450  00 

207,765.00 

146,300.00 

28380  00 

7,284  50 

1,182370.00 
259,418  39 
150.000  00 

1,500,000.00 
5 '5.844. 00 
204,63000 
201,570.00 


$4,684,751.39 


May  and  Nov. . 
Mar.    „    Sept.. 


Apr. 
June 
Jan. 
Mar. 

t» 
May 
June 

May 


Oct... 
Dec... 
Jul.... 
Sept. . 

Nov. . . 
Dec... 

Nov... 


June   „    Dec. 


*  These  bonds  are  quoted  in  London. 

a  These  are  currency  bonds;  all  others  are  gold  bonds. 


The  first  lien  bonds  of  1878  have  an  accumulative  sinking  fund  of  $100,000  yearly^ 
and  might  be  called  for  payment,  but  the  company  "  has  decided  that  redemption  shall 
be  by  purchase  only." 

The  first  consolidated  funded  coupon  bonds  are  secured  by  lien  of  consolidated 
mortgage.  On  the  second  consolidated  mortgage  no  foreclosure  can  take  place  till  six 
successive  coupons  are  in  default,  but  the  whole  of  one  coupon  must  be  paid  before 
any  part  of  a  subsequent  coupon.  In  1883  the  collateral  trust  bonds  were  issued,  redeem- 
able at  110  on  three  months'  notice.  The  second  consolidated  funded  coupon  bonds  of 
1885  were  issued  to  fund  three  past-due  coupons  and  the  coupon  of  June.  1886,  the 
coupons  being  deposited  as  security.  These  bonds  are  redeemable  at  any  time  at  105 
and  accrued  interest. 

In  addition  to  the  securities  enumerated  above  about  $1,500,000  car  trust  certi- 
ficates are  issued  and  due  before  1898,  and  various  bonds  of  subsidiary  concerns  are 
guaranteed,  among  them  being  the  Long  Dock  mortgage  of  $7,500,000  ($3,000,000  not 
issued)  and  the  mortgage  of  the  N.  Y.,  L.  Erie  &  W.  Coal  Company,  which  owes 
$1,398000  to  the  RR.  Co.  See  below. 

Dividends  and  interest  payable:  Dividends  on  shares  in  New  York  exclusively,  on 
bonds  either  in  London  or  New  York  at  option  of  holder,  at  4s.  per$  London  agency 
Woo   Exchange,  Coleman  St.,  E  C. 
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With  regard  to  the  N.  Y.  Lake  Erie  &  Western  Coal  & 
RR.  Co.  the  funds  of  which  are  guaranted  and  partly  owned 
by  and  the  property  of  which  is  leased  to  the  Erie,  the 
following  is  of  interest :  In  the  appUcation  of  this  company 
to  the  New  York  Stock  Exchange,  made  in  1891,  it  was  stated 
that  the  company  has  no  floating  debt;  its  assets  consist 
of  its  railroad  and  branches,  and  of  coal  lands  and  mineral 
rights  in  the  counties  of  Elk  and  McCean,  Pa.  The  road  is 
a  continuation  southward  from  Crawford  Junction,  McKean 
County,  of  the  Buffalo,  Bradford  &  Pittsburg  Railroad, 
(leased  to  the  Erie  company),  thus  connecting  the  Erie 
main  line  with  the  coal  and  lumber  regions  of  Clearfield 
and  Jefferson  counties,  and  also  furnishing  an  outlet  (through 
traffic  contracts)  for  their  products  to  the  Philadelphia  & 
Erie  Road  and  its  Pittsburg  connections.  The  line  includes 
the  Kinzua  viaduct,  an  iron  structure  2,050  feet  in  length 
and  301  feet  in  height,  built  at  an  outlay  (for  superstructure 
exclusive  of  masonry)  of  $23G,809.  The  cost  of  the  road 
was  $2,064,557. 

The  lands  owned  by  the  company  were  acquired  in  1887 
by  purcliase  from  the  Northwestern  Mining  &  Exchange 
Company,  a  Pennsylvania  corporation.  The  conveyance  is 
dated  May  13th,  1881,  and  the  deed  conveys  in  fee  13,993 
acres,  and  also  mining  rights  in  7,879  acres  additional,  the 
greater  part  of  the  lands,  over  21,000  acres,  being  in  Elk 
County.  The  company  also  owns  some  smaller  estates  in 
said  counties  aggregating  about  100  acres.  The  lands  are 
abundantly  timbered,  and  underlaid  with  coal  of  excellent 
quality.  Five  collieries  on  the  line,  with  breakers  erected  on 
the  property,  and  four  saw  mills,  have  been  working  for 
some  years.  The  total  cost  of  these  improvements  was 
$500,000.  The  value  of  the  lands,  exclusive  of  improve- 
ments, is  placed  by  experts  at  $750,000.  The  company 
receives  from  the  Rochester  &  Pittsburg  Railroad  Company 
an  annual  rent  of  $49,800,  for  the  use  of  part  of  its 
track.     After   payment  of  operating   expenses,  taxes   and 
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$180,000  interest  on  its  $3,000,000  bonds,  the  annual 
net  profits  of  its  business  have  averaged  for  three  years 
past  over  $36,000,  available  for  dividends  on  its  stock.  The 
bonds  listed  constitute  a  first  lien  upon  the  raih-oad  to  the 
extent  of  $1,500,000,  and  also  on  the  lands  of  the  com- 
pany to  the  full  amount ;  no  other  mortgages,  purchase  money 
or  otherwise,  or  liens  of  any  description  exist.  The  bonds 
are  coupon  bonds  of  the  denomination  of  $1,000  each,  dated 
May  15th,  1882,  maturing  May  1st,  1922,  bearing  interest  at 
6  per  cent.,  payable  May  1st  and  November  1st,  at  the  office 
of  the  New  York  Lake  Erie  &  Western  Railroad  Company, 
in  New  York. 

The  road  and  property  of  this  company  are  leased  to  the 
New  York  Lake  Erie  &  Western  Railroad  Company  by 
lease  dated  August  15th,  1890,  for  the  term  ;of  thirty-five 
years  from  July  1st,  1890,  at  a  rental  equal  to  the  annual 
interest  upon  its  $3,000,000  of  6  per  cent,  bonds,  but  not 
to  exceed  $180,000.  The  Erie  Company  guarantees  the 
payment  of  said  bonds,  principal  and  interest,  by  guarantee 
upon  the  face  of  the  bonds. 

Details  relating  to  the  New  York,  Pennsylvania  and  Ohio 
RR.  and  the  Chicago  and  Atlantic  RR.  will  be  found  in 
subsequent  chapters.  It  is  not  necessary  to  enter  into  any 
details  with  regard  to  the  leased  lines. 


CHAPTER  XVI. 

THE    PENNSYLVANIA    SYSTEM. 

The  Pennsylvania  is  universally  regarded  as  the  first  and 
foremost  railroad  system  of  the  United  States.  It  embraces 
7,950  miles  of  railway  and  canal,  and  represents  an  invest- 
ment of  $700,000,000;  it  carries  87,000,000  passengers  and 
130,000,000  tons  of  freight,  yielding  a  gross  revenue  of 
more  than  $134,000,000  per  annum;  its  lines  extend  into 
twelve  States  and  interconnect  seven  of  the  most  promi- 
nent cities  of  America;  it  embraces  one-twentieth  of  the 
mileage  operated  by  all  railroads  of  the  United  States;  and 
in  connection  with  this  last  statement  there  can  be  no  more 
striking  proof  of  its  unique  position  than  the  fact  that  its 
gi'oss  earnings  ^amount  to  fully  one-ninth  of  those  of  all 
American  railroads.  The  Pennsylvania  is  in  every  respect 
the  standard  railway  of  America.  Its  rails  and  rolling 
stock,  its  ballast  and  bridges,  its  stations  and  service  are 
regarded  as  embodying  a  state  of  perfection  to  equal  which 
should  be  the  liighest  ambition  of  every  railroad  company 
in  the  country. 

The  causes  to  which  the  Pennsylvania  owes  its  greatness 
are:  a  veiy  favourable  geogi^aphical  situation,  a  remarkably 
able  management,  and  exceptionally  judicious  financing.  The 
company  which  acquired  the  original  State  Railway  was 
composed  of  Philadelpliia  financiers  who  always  enjoyed  a 
reputation  for  the  soundness  of  their  principles;  its  stock 
was  never  inflated,  nor  did  it  ever  become  a  playball  of 
Wall  Street;  until  recently  it  was  not  even  quoted  in  New 
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York.  The  company's  finances  have  been  conducted  on  prin- 
ciples more  English  than  American,  and  the  major  part  of 
its  capital  consists  of  shares  and  represents  actual  outlay^  in 
consequence  whereof  it  is  surprisingly  small,  the  parent 
company,  which  practically  controls  the  entire  system  of 
8,000  miles,  having  shares  and  bonds  to  the  aggregate  amount 
of  but  $200,000,000,  only  one-third  more  than  the  New 
York  Central,  its  great  rival  both  in  business  and  in  point 
of  excellence,  which  owns  a  much  smaller  mileage. 

The  history  of  the  Pennsylvania  RR.  requires  but  very 
little  space;  brief  reference  will  be  made  below  to  two  or  three 
events  of  interest,  and  beyond  these  there  is  httle  to  record. 
The  company  was  never  embarrassed  and  always  met  its 
obUgations.  No  doubt  the  story  of  its  growth  would  be 
interesting  reading  to  those  more  deeply  concerned  in  railroads; 
but  that  portion  of  the  public  for  the  patronage  of  which  the 
author  caters  will  find  most  data  it  requires  in  the  subjoined 
tables  showing  the  growth  of  system,  traffic,  and  revenue, 
and  for  that  reason  the  space  allotted  to  this  chapter  will 
be  devoted  to  a  description  of  the  railroad  as  it  is  to-day. 
It  will  be  most  suitable  to  our  purpose  to  sub-divide  the 
system   into  three  sections:  Eastern,  Western  and  Central. 

The  eastern  lines  radiate  from  Philadelphia,  the  central 
traffic  point  of  the  east.    The  company  divides  them  into : — 

1.  New  Jersey  lines. 

2.  West  Jersey  lines. 

3.  Philadelphia,  Wilmington,  and  Baltimore  lines. 

The  New  Jersey  lines  run  into  the  northern  part  of  that 
State;  the  main  line  terminates  at  Jersey  City^  and  another 
connects  Trenton  with  the  anthracite  district,  running  along 
the  Lehigh  Canal  to  the  Leliigh  Valley  coalfields,  while 
various  branches  go  to  the  New  Jersey  beach,  and  Unk 
together  the  numerous  watering-places  on  that  part  of  the 
Atlantic  shore.  The  West  Jersey  lines  are  of  but  local 
importance,  and  serve  Atlantic  City,  Cape  May,  and  other 
parts  of  Southern  New  Jersey.     The  Wilmington  and  Bal- 
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timore  lines  consist  of  two  main  branches,  one  running  into 
the  Delaware  Peninsula,  the  other  going  to  Baltimore,  Wash- 
ington, and  Quantico,  Ya.,  terminating  in  the  latter  place, 
where  it  connects  with  southern  lines.  These  thi*ee  principal 
sub-divisions  among  other  connections  constitute  the  main 
line  from  New  York  to  Washington,  one  of  the  busiest  high- 
ways of  American  travel,  crossing  perhaps  the  most  densely 
populated  district  of  the  States,  and  having  fine  stations  at 
almost  all  points  touched.  Nowhere  in  the  world  is  there 
so  comparatively  short  a  Une  connecting  such  vast  cities. 
Within  five  hours  one  can  travel  from  New  York  to  the 
national  capital,  and  in  this  brief  space  of  time  see  half-a- 
dozen  populous  and  prosperous  cities :  New  York,  with  its 
sister  municipaUties,  has  a  population  of  3,000,000;  Trenton  of 
110,000 ;  Newark  of  183,000 ;  Philadelphia  numbers  1,100,000 
inhabitants ;  Baltimore  450,000,  and  Washington  250,000. 

Apart  from  this  great  highway  of  travel  connecting  New 
York  with  Washington  and  intermediate  cities  there  are 
numerous  other  lines  radiating  in  all  directions  and  meeting 
in  Philadelphia,  or  rather  in  West  Philadelphia,  where  we 
find  the  Central  Distribution  Yards  forming  the  focus  of 
the  eastern  traffic  of  the  system.  From  these  Yards  in 
West  Philadelphia  the  enormous  freight  brought  from  the 
West  along  the  main  Une  is  distributed,  and  in  return  the 
goods  which  the  East  and  Europe  send  to  the  West  are 
collected  here. 

West  of  Pittsburg  we  again  find  three  sub-divisions 
controlled  by  the  Pennsylvania  Company. 

1.  The  Northwestern  system. 

2.  The  Southwestern  system. 

3.  The  Grand  Rapids  and  Indiana  System. 

The  Northwestern  system  consists  of  the  Pittsburg,  Fort 
Wayne,  and  Chicago  Railroad,  which  connects  Pittsburg 
with  Chicago,  and  along  which  the  famous  Chicago  Limited 
Express  runs;  from  this  line  four  others  branch  off  to  Lake 
Erie   points,    (Toledo,   Cleveland,  Ashtabula,  and  Erie)  and 
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traverse  the  oil  region  as  well  as  a  bituminous  coal  district. 
The  Southwestern  system  consists  chiefly  of  the  Pittsbui'g, 
Chicago,  Cincinnati  and  St.  Louis  Railroad  and  aUied  lines, 
which  in  the  first  place  forms  a  second  connection  between 
Pittsburg  and  Chicago  via  Columbus,  0.,  and  in  the  second 
place  with  St.  Louis,  partly  using  for  this  purpose  the 
Terre  Haute  and  Indianapolis  RR. ;  it  also  connects  with 
Cincinnati  and  Louisville,  Ky.  Beyond  these  two  subdivi- 
sions there  is  the  Grand  Rapids  and  Indiana,  connecting 
Richmond  on  the  Southwestern  and  Fort  Wayne  on  the 
Northwestern  system  with  the  northernmost  point  of  Michigan 
State.  All  these  lines  bring  traffic  to  Pittsburg,  carrjdng 
to  that  town  the  far-western  freight  gathered  in  St.  Louis 
and  Chicago,  lake-borne  traffic  from  Toledo  and  Cleveland, 
and  the  produce  of  Illinois,  Indiana,  Ohio  and  Michigan. 

The  Central  system,  connecting  Pittsbui'g  with  Philadelphia, 
consists  chiefiy  of  the  Pennsylvania  main  line  and  its  rami- 
fied connections  with  Oil  City  and  numerous  other  points 
in  the  oil  and  mining  regions  accessible  from  the  main  line. 
Being  the  only  Unk  between  the  Eastern  and  Western  traffic 
centres  of  the  system — Philadelphia  and  Pittsburg — this 
central  system,  which  is  the  property  of  the  company 
while  most  other  lines  are  leased,  is  by  far  the  most  import- 
ant portion  of  the  Pennsylvania,  and  especially  because  of 
its  vast  mineral  business  has  a  heavier  traffic  than  any  other 
railway  in  the  country.  In  1891  38,000,000  tons  of  freight 
were  moved  over  this  "Penna.  Division,"  or  over  55  per  cent, 
of  the  tonnage  sent  over  all  lines  "  East  of  Pittsburgh  and 
Erie."  A  Une  connecting  Philadelphia  with  Reading,  etc., 
and  paralleling  the  Pliiladelphia  &  Reading,  also  belongs  to 
this  division. 

In  addition  to  the  railways  mentioned  above  the  Northern 
Central,  connecting  Baltimore  with  Lake  Ontario,  and  the 
Philadelphia  &  Erie,  connecting  the  anthi^acite  region  with 
Erie  on  Lake  Erie  form  important  parts  of  the  Pennsylvania 
system. 
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We  now  have  a  complete  picture  of  the  vast  system  called 
the  Pennsylvania.  Its  western  lines  connect  Chicago,  St.  Louis, 
Indianopohs,  Cincinnati,  Louisville,  Columbus,  Michigan,  and 
Lake   Erie  points   with   Pittsburg.   The  eastern  roads  link 
together   all   great   eastern  points  by  means  of  seven  main 
lines   radiating  from   Philadelphia  and  its  suburb,  Camden; 
and  the    central  portion  unites  these  two  divisions,  forming 
in   the   meantime   new   connections   with   the   Lakes,    and 
penetrating   into   all  mining  regions  of  the  Keystone  State. 
From   this   we   see   that   the  Pennsylvania  has  a  series  of 
direct  connections  over  its  own  lines  with  important  points 
Uke  no  second  railroad  on  earth.   It  carries  the  produce  of 
the   West   to   the   East,  and  the  goods  of  the  East  to  the 
West     It  transports  the  coal  and  u*on  of  Pennsylvania  to 
the  12  States  which  its  lines  intersect,  and  joins  Pittsburg, 
the  great  "Iron    City,''  to   all  leading  centres  of  American 
trade.  It  receives  produce  from  the  West  at  the  Lake  points, 
and  from  there  distributes  the  goods  from  the  East  all  over 
the   West.    It   Unks   together   the   Atlantic  shore  and  the 
Mississippi,  and  joins  Lake  Michigan  with  the  Delaware  and 
the  Ohio  Rivers.    These  numerous  connections  give  the  system 
a   variety   and   a   volume   of  traffic  such  as  no  other  road 
possesses.    There  is,  barring  the  main  Une  of  the  Pennsylvania 
RR.,  not  one  gi^eat  railway  system  in  the  States  which  has  not 
a  "du-ection  of  trade" — one  direction   in  which  by  far  the 
greater  portion   of  freight   is   moved.   Western  hues  carry 
much  more  freight  east  than  west,  and  more  than  two-thu*ds 
of  the  goods  on  southern  lines  are  shipped  north  or  to  the 
seaboard.  The  Pennsylvania,  however,  owing  to  its  vast  resour- 
ces and  the  variety  of  industries  on  its  Unes,  moves  as  many  goods 
east  as  west.  The  trains  which  cany  grain,  flour,  or  cattle  from 
the  plains  to  the  centres  of  population  and  industry  in  the 
East   cany   back   manufactui'es   wanted   in  the  West,  and 
minerals  are  sent  to  St.  Louis  and  Cleveland  as  well  as  to 
Trenton   and  Philadelphia.    Herein  Ues  the  real  strength  of 
the  system.  Principally  in  the  shape  of  the  steep  ridges  of  the 
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Alleghanies,  nature  has  placed  numerous  obstacles  in  its  way, 
but  has  made  up  for  so  doing  by  a  wealth  of  endowments  and  a 
variety  of  resources  such  as  no  other  American  railway  can 
boast  of.  The  result  of  having  so  vast  a  field  of  operations  is 
that  the  Pennsylvania  system  is  much  less  influenced  by  local 
conditions  than  any  other  railroad  in  the  country;  being  in 
constant  contact  with  all  branches  of  business,  its  earnings 
as  a  rule  are  only  affected  by  a  general  depression  of  trade, 
and  hence,  in  the  absence  of  statistics  of  the  nature  of  the 
English  Board  of  Trade  returns,  its  monthly  traffic  statements 
are  the  most  trustworthy  barometer  of  trade  the  United 
States  possesses,  and  as  such  they  ai'e  always  commented 
upon  by  the  Press  of  the  RepubUc.  They  are  divided  into 
earnings  of  lines  east  and  of  roads  west  of  Pittsburgh,  and 
this  renders  them  the  more  valuable  because  its  eastern  lines 
are  mostly  in  the  service  of  minuig,  manufacturing  and 
wholesale  trade,  while  agriculture  predominates  on  its  western 
roads.  This  division  is  due  to  the  fact  that  all  western  Unes 
are  supervised  by  the  Pennsylvania  Company^  established 
in  1870,  which  is  an  auxiUary  concern  of  the  Pennsylvania 
Railroad  Company,  but  as  far  as  service  and  traffic  is 
concerned  eastern  and  western  Unes  are  one  homogeneous 
whole. 


The  principal  eastern  terminus  of  the  Pennsylvania  system 
is  in  Jersey  City,  opposite  New  York,  where  the  company 
has  just  completed  a  large  passenger  station  situated 
on  the  river  front  and  connected  with  various  parts  of 
New  York  and  Brooklyn  by  large  double-decked  ferryboats 
belonging  to  the  company ;  at  the  same  time  there  is  ample 
accommodation  for  the  freight  traffic  in  the  immediate  vicinity 
of  the  numerous  extensive  docks  of  Jersey  City.  From 
Jersey  City  a  four-track  road  runs  into  Philadelphia  along 
Newark  and  Trenton,  this  section  serving  not  only  for  through 
traffic   between   New  York  and  Brooklyn  on  the  one  hand 
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and  Philadelphia,  Baltimore,  Washington,  Pittsbui'g,  Chicago, 
St.  Louis,  etc.,  on  the  other,  but  also  for  an  immense  freight 
traftic  between  New  York  and  hundreds  of  important  local 
points.  In  West  Philadelphia  we  find  the  Distribution  Yards 
where  tlu'ough  freights  to  and  from  the  East  and  the  West 
are  gathered  together;  these  yards  are  commonly  regarded 
as  the  largest  possessed  by  any  one  railway  in  the  world. 
The  line,  gradually  rising  above  the  freight  cars,  crosses 
the  Schuylkill  River,  and  runs  into  the  veiy  heart  of  Phila- 
delphia, terminating  in  Broad  Street  Station  —  a  splendid 
red  brick  structure  facing  City  Hall,  and  infinitely  superior  to 
most  of  the  large  European  stations.  From  this  point  an 
immense  passenger  traffic  is  carried  on.  In  America,  where 
all  towns  have  a  tramway  system  that  passes  European 
comprehension,  the  railroads  have  no  veiy  important  suburban 
traftic,  and  hence  it  does  not  amount  to  much  even  in  this 
most  extensive  of  all  American  cities;  nevertheless  the  number 
of  passengers  using  this  station  in  the  course  of  a  yeai' 
exceeds  16,000,000  or  45,000  per  diem,  and  these  huge 
figiu'es  need  cause  no  sm-prise,  since  tliis  is  the  heart  of  a 
system  carrj'ing  87,000,000  passengers  per  annum. 

Philadelphia,  as  is  Avell  known,  is  now  the  greatest  manu- 
facturing centre  of  the  United  States,  altliough  ten  years 
ago  it  was  surpassed  by  New  York  in  this  respect;  its 
manufactures  represent  $800,000,000  per  annum,  and  consist 
chiefly  of  textiles  and  machinery,  the  Baldwin  Locomotive 
Works,  which  turn  out  1,000  engines  per  annum,  being  one 
of  the  most  renowned  establishments,  not  only  of  "Quaker 
City,"  but  of  the  entire  country.  Above  all,  however,  Phi- 
ladelpliia  is,  next  to  Jersey  City,  the  most  important  port 
whence  coals  and  iron  are  earned  by  vessel  to  numerous 
points  along  the  Atlantic  Coast,  notably  to  the  New  England 
States,  while  vast  volumes  of  agricultural  produce  are  carried 
by  steamer  to  Europe.  Needless  to  say  the  Pennsylvania 
RR.  owns  magnificent  freight  tenninals  along  the  front  of  the 
Delaware  and  Schuylkill  Rivers. 

American  RaUroads.  16 
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Leaving  Broad  Street  station  we  again  cross  the  Schuylkill 
and  pass  the  large  distribution  yards,  where  the  lines  to 
the  south  and  north  branch  off,  and  soon  we  travel  along 
the  main  line  of  the  great  route  to  the  West.  This  is  the 
Pennsylvania  division,  the  principal  artery  of  the  giant  system 
to  which  almost  every  one  of  its  branches  is  tributary, 
and  has  a  heavier  traffic  than  any  other  line  in  the  country; 
with  an  aggregate  length  (including  all  branches)  of  1,510 
miles,  traffic  in  1890  amounted  to  5,039  million  ton-miles  and 
389  million  passenger  miles — nearly  twice  the  amount  of 
freight,  carried  by  the  New  York  Central  although  but  two- 
thirds  of  its  passenger  movement. 

The  main  line  was  built  by  the  State  of  Pennsylvania, 
and  operated  at  a  loss  until  its  then  engineers  bought  it  in 
1857,  and  formed  the  present  company,  which  within  35 
years  developed  into  the  leading  railway  enterprise  of  the 
world.  After  leaving  Philadelphia  the  railroad  constantly 
rises  higher  above  the  sea  level  and  traverses  a  pretty 
country  studded  with  gorgeous  suburban  residences  and 
villas,  the  number  and  splendour  of  which  reach  their 
climax  in  Biyn  Mawr,  about  ten  miles  west  of  Philadelphia. 
Then  we  approach  Chester  Valley,  a  rich  agricultural  district, 
the  prototype  of  a  well-to-do  bit  of  rural  England,  whence 
the  first  American  corn  was  sent  to  Europe.  It  is  still  a 
prosperous  country,  but  the  enormous  production  of  the 
West  has  caused  the  centre  of  American  grain  trade, 
once  to  be  found  among  these  hills,  to  move  hundreds  of 
miles  further  on  towards  the  Mississippi.  Soon  we  cross 
Conestoga  Creek  and  pass  Lancaster,  and  then  we  meet  the 
sentries  of  the  Alleghanies,  long  ridges  running  parallel  from 
north  to  south,  until  we  reach  Harrisburg,  the  capital  of 
the  commonwealth  of  Pennsylvania,  situated  on  tte  Susque- 
hanna, a  picturesque  and  foaming  river.  From  Harrisburg 
a  line  of  railroad  branches  off  to  Gettysburg,  the  famous 
battlefield  of  the  Civil  War,  to  which  thousands  of  tourists 
flock    annually.   Beyond   Harrisburg   the   road  follows   the 
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Juniata  River  to  the  main  ridge  of  the  Alleghany  Mountains. 
Before  the  railroad  was  built  people  travelled  from  Harris- 
burg  to  Pittsburg  along  canals  and  a  portage  railroad 
crossing  the  ridge  on  inclined  planes;  there  are  still  people 
living  who  remember  this  curious  traffic.  The  canal  barges 
were  taken  to  pieces  and  put  upon  trucks,  which  were 
drawn  across  the  mountain  by  a  clever  adaptation  of  the 
laws  of  gravitation.  When  the  railroad  was  completed  (in 
1854)  this  kind  of  locomotion  ceased,  and  now  the  iron 
track  winds  its  way  through  the  grand  scenery  peculiar  to 
these  ridges,  climbing  picturesque  mountains  and  descending 
into  charming  valleys.  The  railroad  constantly  reaches 
a  higher  level,  and  as  we  speed  along  its  well-ballasted  tracks 
we  meet  numerous  long  trains  going  eastward.  A  hundred 
and  thirty-five  miles  west  of  Harrisburg,  after  a  journey  of 
six  hours  from  Philadelphia,  we  arrive  in  Altoona,  a  town 
with  30,000  inhabitants,  which  to  the  Pennsylvania  Raih'oad* 
is  what  Derby  is  to  the  Midland  Railway  and  Crewe  to  the 
London  and  North- Western.  The  city  owes  its  origin,  growth, 
and  subsistence  entirely  to  the  railroad  which  has  its  works 
there  and  employs  nearly  6,000  workmen  in  its  vast  estab- 
lishments. Here  the  cars  bound  east,  which  come  down 
the  mountain  by  their  own  gravitation,  are  weighed  while 
in  motion,  and  westbound  trains  are  pulled  up  the  gradient 
by  powerful  engines,  three  or  four  of  them  being  sometimes 
coupled  together.  About  4,000  cars  daily  pass  along  Altoona. 
The  workshops  are  the  most  extensive  in  America,  occupying 
a  space  of  131  acres.  In  them  150  engines  and  5,000  cars 
are  built  annually,  and  40,000  vehicles  repaired.  These  figures 
may  be  astonishing,  but  I  have  been  favoured  with  some 
statistics  still  more  stupendous.  The  system  has  nearly  3,000 
locomotives  and  over  100,000  cars  in  constant  use,  and  its 
rolling  stock,  if  placed  in  line,  would  reach  from  Philadelphia 
to  Cincinnati,  a  distance  of  about  700  miles.  Altoona  itself 
speaks  highly  of  the  organising  spirit  characteristic  of  the 
management   of  this  company,  and  does  credit  to  the  great 

16* 
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corporation  that  created  it.  Although  nearly  the  entire  male 
population  consists  of  workmen,  the  dwellings  are  exception- 
ally neat,  and  mostly  owned  by  the  well-paid  artisans,  who 
acquired  them  by  gradual  payments. 


The  Alleghany  Mountains  form  one  of  the  few  great  geo- 
logical featui^es  of  the  United  States.  For  800  miles  this 
range  of  mountains  runs  from  north  to  south,  reaching  from 
the  northern  part  of  New  YorkStateinto  Alabama,  and  run- 
ning almost  parallel  with  the  Atlantic  shore,  from  Avhich  it  is 
separated  by  a  broad  stretch  of  fertile  soil,  irrigated  by 
the  streams  that  run  from  the  eastern  slopes  of  the  moun- 
tains into  the  Atlantic.  On  the  western  side  we  find  hun- 
dreds of  great  and  small  rivers  flowing  towards  the  Ohio, 
whose  yellow  waters  join  the  Mississippi  in  Cairo.  The  geo- 
logical formation  of  this  long  mountain  range  is  rather 
remarkable  because  the  latter  chiefly  consists  of  a  series 
of  parallel  ridges,  of  high  and  steep  mountains  and  deep, 
narrow,  intervening  valleys,  all  running  from  the  north  to 
the  south.  Here  and  there  a  river  has  succeeded  in  breaking 
a  "gap"  through  the  ridges,  and  these  gaps,  as  well  as 
the  banks  of  the  streams,  were  usually  taken  advantage 
of  by  the  engineers  who  built  the  road. 

As  soon  as  we  leave  Altoona  the  engine  commences  to  climb 
the  steep  gi-ade  of  Alleghany  Mountam,  an  elevation  which 
gives  us  an  opportunity  of  seeing  the  serene  gi^andeur  and 
supreme  beauty  of  the  landscape  which  gradually  unfolds 
itself  as  we  approach  the  summit,  untD  the  entire  region 
we  have  traversed  since  we  left  Altoona  lies  below  like 
a  huge  panorama,  its  numerous  verdant  ridges  dwindUng 
small  below  and  its  colours  gradually  passing  from  the 
brilliant  green  of  the  foreground  to  the  hazy  blue  of  the 
horizon.  Before  we  reach  the  summit  we  pass  the  famous 
Horseshoe  Curve,  where  the  railway  makes  one  of  the 
most   remarkable  bends   in   the    United  States  in  order  to 
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reach  a  higher  level.  When  Ave  approach  the  top  of  the 
mountain  the  tram  darts  into  Summit  Tunnel,  and  when 
we  emerge  from  this  fine  achievement  of  engineering  skill, 
built  at  a  height  of  2,001ft.  above  Altoona  level,  we  are 
on  the  western  slope  of  the  Alleghanies,  and  begin  to  des- 
cend gently  tow^ards  the  Ohio.  Directly  after  leaving  the 
tunnel  the  road  meets  a  very  insignificant  rivulet,  which 
mns  into  the  Conemaugh,  and,  traversing  the  valleys  of 
Ohio  and  Mississippi,  the  waters  of  this  little  mountain 
stream  are  carried  a  distance  of  upwards  of  2,000  miles 
before  they  reach  the  Gulf  of  Mexico.  The  Une  keeps  close 
to  the  Conemaugh,  crossing  and  recrossing  that  beautiful  and 
lively  stream;  and,  traversing  one  of  the  most  charming 
landscapes  in  all  America,  we  gi'adually  approach  Pittsburg, 
its  black  veil  of  smoke  becoming  visible  long  before  the 
first,  tall  smoke-stacks  can  be  singled  out  on  the  horizon. 
We  pass  Cresson  springs,  a  famous  summer  resort  on  the  top 
of  the  mountains,  noted  for  its  mineral  waters  and  piu'e  air, 
and  visited  by  thousands  of  tourists.  Then  we  ride  along 
the  famous  Cambria  Iron  Works,  near  Johnstown,  a  town 
destroyed  a  few  years  ago  when  the  dam  of  the  Conemaugh 
gave  way,  but  now  entirely  rebuilt.  These  iron  works  are 
the  largest  of  their  kind  in  America,  and  employ  8,000 
people.  They  consume  about  450,000  tons  of  iron  ores, 
800,000  tons  of  coal  and  coke,  and  175,000  tons  of  lime- 
stone annually,  and  convert  these  materials  into  300,000 
tons  of  steel,  350.000  tons  of  pig-iron,  half  as  much  steel 
rails,  and  a  large  quantity  of  wires;  and  supply  a  vast 
amount  of  freight  to  this  railway.  Soon  after  passing  Johns- 
town we  enter  the  region  of  natural  gas,  and  if  we  pass 
this  line  at  night  we  see  numerous  torches  fed  by  this 
peculiar  gift  of  nature  which,  on  account  of  the  cheap  fuel 
it  makes,  has  done  so  much  to  place  the  AVestern  Pennsyl- 
vania industries  at  an  advantage  over  all  others  in  America. 
Pittsbui'g  lies  at  the  confluence  of  the  Alleghany  and 
Monongahela  rivers,  which  at  their  junction  form  the  Ohio. 
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Both  rivers  are  crossed  by  numerous  bridges,  and  between 
the  two  lies  the  thriving  and  prosperous  Iron  City,  with  its 
300,000  inhabitants,  the  numerous  manufactories  extending 
far  beyond  the  two  rivers.  Between  the  great  iron,  steel, 
and  glass  factories  from  which  large  quantities  of  smoke 
and  steam  rise,  while  the  deafening  sounds  of  huge  steam- 
hammers  and  other  noisy  machinery  fill  the  air,  we 
perceive  numerous  railways  with  their  blowing  whistles 
and  ringing  bells,  the  whole  scene  forming  a  huge  Forge 
of  Vulcan.  The  rectangular  streets,  some  of  which  are  very 
handsome,  swarm  with  busy  life,  and  on  the  rivers  we  see 
hundreds  of  flat-bottomed  barges,  which  carry  the  manu- 
factures of  the  great  city  along  the  Ohio  to  all  navigable 
tributaries  of  the  Mississippi. 

Pittsburg  counts  among  its  numerous  prominent  citi- 
zens two  whose  names  are  known  all  the  world  over  — 
Carnegie  and  Westinghouse.  The  former  is  the  greatest 
ironmaster  of  the  States,  and  one  of  her  wealthiest  citi- 
zens. In  Europe  the  latter  is  chiefly  known  on  account  of 
the  air  brake  bearing  his  name,  but  in  Pittsburg  his  fame 
rests  on  a  triple  foundation.  He  owns,  firstly,  his  railway 
appUances  works;  secondly,  an  extensive  electric  light  plant; 
and  in  the  third  place,  he  has  been  the  foremost  among 
those  who  introduced  natural  gas  for  Ughting  and  manu- 
facturing purposes,  and  he  is  the  inventor  of  numerous  in- 
genious appliances  for  the  purification  and  supply  of  this 
cheap  and  wonderful  fuel. 

Natural  gas  has  been  the  greatest  blessing  bestowed  upo  n 
this  city.  The  principal  organisation  for  the  distribution  of 
this  fuel,  the  Philadelphia  Company,  works  with  a  capital  of 
about  $8,000,000  and  provides  400  manufactories  and  8,000 
dwellings  with  natural  gas.  Apart  from  being  cheaper  than 
coals  its  heating  power  is  much  larger,  7^^ft.  of  gas  being 
equal  to  lib.  of  coal.  Although  the  gas  is  found  throughout 
the  north-west  part  of  New  York  State,  Western  Pennsyl- 
vania, and  Eastern  Ohio,  it  is  nowhore  as  plentiful  as  near 
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Pittsburg,    where,    in   spite  of  the  decrease  in  the  pressure 
at   some   wells,   it  is  stDl  in  universal  use.   It  gives  great 
heat,  no  ashes,  and  no  smoke,  and  as  coals  can  be  dispensed 
with   it   saves   much   labour   and  wages,   one  man  in  the 
gasroom  of  a  manufactory  being  able  to  do  the  same  amount 
of  work   that    20    stokers   and   coal-carriers   did  formerly. 
Moreover  this  gas  is  cheap.    About  8  cents  per  1,000  feet 
(equal   to    133lbs.  of  coal)  used  to  be  the  charge,  but  now 
the   gas   is   not   paid  for  by  measure,  the  annual  payment 
being  simply  regulated  by  the  output  of  the  various  works. 
Beyond   the   natural  gas  there  are  numerous  oil  fields  in 
this   region,   which  also  contribute  to  the  unbounded  pros- 
perity   of  Pittsburg.   Whether  the  supply  of  both  will  last 
for  many  years  to  come  it  is  impossible  to  say.    Some  wells 
have  gone  on  pouring  out  their  oil  and  gas  for  years,  without 
apparent  decrease  of  pressure;  others  have  been  abandoned 
already.    But   gas,  oil,  and  especially  coal  and  iron  are  as 
yet   plentiful,    and   their   presence  has  caused  Pittsburg  to 
become  the  Birmingham  of  America,  and  made  it  one  of  the 
most  famous  industrial  centres.   Naturally  the  heavy  freight 
it   provided  attracted  many  railroads,  but  the  Pennsylvania 
has  succeeded  in  retaining  the  lion's  share  of  all  traffic,  and 
with  its   seven   lines    centreing   there   practically  enjoys  a 
monopoly ;  none  of  the  other  trunk  lines,  except  the  aggres- 
sive Baltimore  and  Ohio,  has  a  direct  entrance  into  the  town, 
and  to  no  small  extent  this  is  due  to  the  influence  the  power- 
ful  corporation   has   always    exercised   over  the  State  and 
Municipal  Governments.    I   have   already  had   occasion  to 
quote  the  saying  that  "  the  Penna.  Company  runs  the  Harris- 
burg  Congress  as  successfully  as  it  does  its  trains";  audit 
is   owing   to  this  political  influence  that  the  company  until 
recently   succeeded   in  keeping   the  Pittsburg  traffic  all  to 
itself,  that  it  is  the  only  line  traversing  Pennsylvania  in  the 
direction  of  trade  (from  East  to  West  and  vice  versa),  that 
the   Baltimore    and   Ohio   had  to  fight  in  Congress  for  15 
years   before   it  could  enter  Philadelphia  and  thus  estabhsh 
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a  second  route  between  that  town,  Washington,  Baltimore 
and  New  York,  and  that  it  prevented  the  Reading  RR.  from 
getting  a  new  station  until  at  last  President  McLeod  obtain- 
ed permission  to  build  oneintheheart  ofthe  town.  Although 
still  strong  the  legislative  influence  of  the  company,  like 
that  of  other  corporations,  is  on  the  wane;  and  it  is  pre- 
sumably with  an  eye  to  this  fact  that  President  Roberts  in 
the  last  annual  report  enumerates  the  manifold  blessings 
which  his  company  undoubtedly  bestowed  upon  Pennsylvania 
and  Philadelpliia. 

With  regard  to  the  "Lines  West  of  Pittsburgh"  it  is  not 
necessary  to  dwell  upon  their  characteristics  or  importance, 
because  the  former  may  be  inferred  from  a  subsequent  chapter 
dealing  with  the  Central  States  while  the  latter  is  indicated 
by  the  statistics  and  statements  below. 


The  Pennsylvania  system  of  to-day  is  a  consolidation  of 
more  than  two  hundred  smaller  companies,  the  majority  of 
which  were  purchased,  either  outright  or  at  sale  in  fore- 
closure; nevertheless  a  considerable  part  of  the  system  is 
not  absolutely  owned  by  the  company.  The  Pennsylvania 
RR.  Company  proper  operates  the  United  RR.  of  New  Jersey, 
the  West  Jersey  RR.,  and  the  Baltimore  and  Wilmington 
lines ;  other  parts  of  the  system  East  of  Pittsburgh  and  Erie 
are  controlled  thi^ough  ownership  of  stock.  The  lines  A^'est 
of  Pittsbui'gh  are  either  leased  or  partly  owned  by  the 
Pennsylvania  Comjpany^  a  corporation  with  $20,000,000 
shares,  owned  entirely  by  the  Pcnna.  Railroad  Co.,  and 
$23,200,000  bonds.  Condensed  details  of  the  principal  sub- 
sidiary companies  are  given  at  the  close  of  the  present 
chapter,  and  their  relation  to  the  parent  company  as  well 
as  the  total  mileage  of  the  entire  system  is  indicated  in  the 
following  table:  — 
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Company. 

Miles 
Operated. 

Eelation  to  Penna.  RR.  Cy. 

Pennsvlvania  Division 

1,510 
259 

96 
82 
224 
165 
581 
382 
648 
287 

1,556 
497 
450 

222 

Property;  some  leased  branches. 

Through  ownership  of  shares  and 
bonds. 

»                          n                  n              n 
n                        n                 «             « 

„         lease  to  Penna.  Company. 
„        ownership  ot  shares. 

n                        n                  w           n 
M                        11                 n           n 

n                         «                   «            n 

„        lease  to  Penna.  RR. 

„        ownership  Ptnna.  Comp. 
,        lease  to  Penna.  RR. 
„        lease  &  ownership. 

owned,  leased  or  operated. 

Alleffhanv  Vallev  RR 

Baltimore  &  Potomac  RR 

Camden  &  Atlantic        „ 

Cleveland  &  Pittsburgh   „  

Cumberland  Valley         „  

Grand  Rapids  &  Indiana  „  

Northern  Central             „  ; 

Phila.  Wilm.  &  Bait.      „  

Philadelphia  &  Erie        „  

'  Pittsb.  Clev.,  Chic, 

1           &    bt.    L.                                              „ 

'  Pittsb  ,  Ft.Wayne  &  Chic.,,  

'  Unit edRR.  of Xew  Jersey „  

West  Jersey  RR.            > 
:  West  Jersey  &  Atlantic  ^ 

Four  coal  comp.  and  several  canals 

Tlie  following  tables  give  details  of  freight  and  passenger 
traffic  since  18G5,  on  lines  owned  and  leased  East  of 
.Pittsburg, 

Table  sliowing  freight  movementSj  earnings  and  rates  for  a 
number  of  years  on  the  Lines  East  of  Pittsburg  and  Erie: — 


1 

^  >i 

40 

• 

so 

►^ 

.1 

5?  .*=    S 

5m 

=*^ 

•^^ 

s     i^ 

s    o 

1 



=*=  ^ 

5*;  ti 

$ 

s 

Cents 

Cents 

'    1865 

3,090681 

452 

12,277,490 

10.610,867 

2.715 

0.368 

'    1870 

7.041,688 

1,014 

15,252  314 

9,971,625 

1.503 

0.520 

i     1875 

15,772,722 

2.026 

22  807.660 

14.362.136 

1  126 

0.417 

'    1880 

26,051  C9l 

3,239 

29,750  291 

17,490,054 

0  918 

0  378 

'    1881 

30,895,376 

;,63i 

31,128,521 

18.773,389 

0.857 

0  340 

,    1882 

34,181,016 

3,911 

34,205,596 

21,685.852 

0  874 

0.320 

18a3 

35.681.662 

4,059 

35,764,506 

22.807,493 

0  881 

0  819 

1884 

36,632,571 

4,134 

33  242  301 

21,399  835 

0.804 

0  289 

;    1885 

39,481,385 

4  443 

30895.747 

20,435.253 

0  695 

0  235 

1    1886 

42,8:33,499 

4,584 

a4  623,877 

22  566,369 

0  755 

0.263 

:     1887 

50,033297 

5.214 

.38,080,823 

25,912,845 

0  730 

0  2a3 

'    188S 

55.708,046 

5,796 

40.175,773 

27,944,386 

-0  693 

0.211 

1    1889 

58,373,489 

6170 

42.302,176 

29.182.8:38 

0.686 

0  213 

'     1890 

66,648  730 

6.994 

45,783.597 

32,404  559 

0  655 

0  192 

1     1891 

67,501,265 

7,119 

46,650,184 

not  stated 

0  659 

0  202 
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Table   showing  passenger   movement,    earnings   and  rates  for 
I  number  of  years  ou  the  Lines  East  of  Pittsburg  ani  Erie, 


i  ^ 

t^  1 

B    S^ 

^  ^ 

--:« 

o<»     : 

1 

i 

1    1* 

11 

II 

11 

8 

S 

e«,(j. 

C™(!. 

1865 

3,6n,08fl 

232 

6,376Xmi 

4,303,071 

0.893 

1870 

6  014,934 

m 

4364.481 

3,611564 

2.,%8 

0443 

1875 

14.4^,861 

344 

8,857.619 

6,191.288 

2-573 

0.774      1 

16,575,043 

382 

8.504,387 

6.407.692 

2.22i 

05J8 

1881 

18,985.409 

446 

9.603,768 

7207,500 

2  152 

0,537 

1882 

21,887,992 

]l,l6a816 

8,252,581 

2.249 

23081.858 

505 

ll,6ffi,253 

8,215,365 

0  671 

25.184.131 

512 

11,582.198 

8.314,586 

0637 

1S85 

27,6^018 

568 

11^7.445 

8,337,776 

1.950 

31.0Ba271 

576 

12,194,330 

9.292,592 

0.503 

1887 

35785.769 

057 

13,968.909 

10363.715 

2,125 

0.548 

38.168,374 

14259,507 

10517,506 

2.092 

40,189.893 

727 

15,140342 

11,106.425 

0  5,w 

18B0 

43.B10.383 

779 

16.177,151 

11.710ai7 

2,077 

0  573 

1891 

44^10,727 

795 

16.962.269 

not  stated 

2.054 

0-454 

Tliese  tables,  like  most  similar  statistics  relating  to  other 
railways,  show  an  immense  growth  in  traffic.  From  1875 
until  1891  the  number  of  passengers  increased  over  200  per 
cent.,  the  volume  of  freight  more  than  300,  although  mileage 
rose  scarcely  forty;  yet  this  expansion  of  business  was  in 
a  measure  offset  by  the  decline  in  rates,  which  show  the 
usual  fall,  so  that  profits  on  passenger  business  shrunk  24  p.  c,, 
while  on  freight  they  fell  42.  Nevertheless  the  following 
tables  show  that  net  earnings  East  of  Pittsburg  since  1875 
have  undergone  no  considerable  alteration  per  mile  of  road, 
while  West  of  Pittsburg  they  unmistakably  have  a  tendency 
to  improve. 
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Table  showing  length,  gross  earnings,  expenses  and  net 
earnings  from  traffic  on  Lilies  East  of  Pittsburg  and  Erie 
OPERATED  DIRECTLY  by  the  Pennsylvania  BB.  Company, 


Tear. 

Length, 

Gross 
Earnings, 

Expenses. 

Net 
Earnings. 

1865 

MUes. 

1,565 
1,810 
1,890 
1,981 
2,102 
2,267 
2,316 
2,387 
2,412 
2,435 

Million  $ 
19,5 
20,6 
34,5 
41,2 
44,1 
49,0 
51,0 
48,6 
45,6 
50,4 
55,7 
58,2 
61,5 
66,3 
67.4 

Million  $ 
14,9 
13.6 
21,1 
24.6 
26.7 
30,6 
31.7 
30,5 
29.4 
32,6 
37,0 
39,3 
41,0 
44,9 
45.9 

Million  $ 
4,6 
7,0 
13,4 

1870 

1875 

1880 

16,6 

1881 

17,4 

1882 

18,4 

1883 

19,3 

1884 

18,1 

1885 

16,2 

1886 

17,8 

1887 

18,7 

1888 

18,9 

1889 

2,456 

20,5 
21,3 
21,5 

1890 

2,500 
2,573 

1891 

Statement   showing   earnings   and  expenses  on  all  lines   West 
of  Pittsburg  for  twenty  years. 


Length. 

Gross 
Earnings, 

Exptnses, 

Net 
Earnings, 

Net 
per  Mile. 

Million 

Million 

Miles. 

$ 

p.  c. 

$ 

$ 

3,071 

25,1 

6810 

8.0 

2611 

3,071 

24,6 

68-70 

7,7 

2,f08 

8,407 

27,3 

66  18 

9,2 

2,718 

3,535 

38,1 

66-03 

9,5 

2,704 

3,546 

30,7 

61  23 

11,9 

3,364 

3,546 

35,7 

61-80 

13.6 

4.151 

3,422 

37,0 

66  39 

12,4 

3,649 

3,222 

353 

6614 

11.9 

3713 

3,231 

36,1 

69  12 

11,1 

3,452 

3,223 

31,3 

70-49 

9,2 

2,873 

3,266 

30,0 

70-40 

83 

2,724 

3,322 

33.5 

67-48 

10,8 

3,319 

3,325 

40,9 

6604 

13,6 

4,118 

3,398 

37,8 

72  27 

10,5 

3,093 

3,406 

40,9 

68-24 

12,9 

3,816 

3,490 

45,2 

68-30 

14,3 

4,111 

3,502 

44,1 

66-90 

14,6 

4,168 

1875 
1876 
1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887, 
1888 
1889, 
1890 
1891. 
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The  following  statement  indicates  the  magnitude  of  the 
operations  on  the  entire  system. 

Table  showing  (in  millions)  the  movement  of  freight  and 
passengers,  and  total  earnings  on  the  entire  system  during 
the  year  1891, 


Tons  moved 

„  „      one  mile 

Passengers  carried . .   

„  „       one  mile. 

Gross  earnings  from  traffic... 

Operating  expenses 

Net  traffic  earnings 

Mileage  (incT.  canals) 


East  of 

West  of 

Pittsburg. 

Pittaburq. 

92  43 

37  55 

8553-38 

3732-33 

68-68 

18.25 

1201-89 

441.02 

$90.04 

$44  21 

$62.25 

$29-56 

$27  79 

$14  64 

4,457 

3.502 

Total    I 
Si/steni.  ! 


129.99 

12285.711 

86.93: 

1642.911 

$134  25 i 

$91.8li 

842.43; 

7,959 1 


This  table  is  especially  instructive  because  it  shows  the 
vast  difference  between  business  on  the  Eastern  and  Western 
sections.  On  the  former  there  is  a  large  mineral  and  pas- 
senger traffic ;  on  the  latter  agricultural  freights  preponderate, 
and  the  density  of  population  being  mucli  smaller  than  near 
the  seaboard,  passenger  traffic  reaches  but  one-half  the 
figure  of  the  East. 

The  following  statements  show  amount  of  gross  earnings, 
expenses,  and  net  earnings  on  all  lines  belonging  to  the 
Pennsylvania  system  in  1891,  and  rentals  where  paid: — 
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Statement  showing  the  gross  earnings,  expenses,  rentals,  profiis,  or 
losses  on  all  roads  operated  by  the  Pennsylvania  Railroad  Company,  for 
ike  year  eliding  December  31st,  1891. 


FennsylTanlaSdiiiylklJI  Volley  RR.. . 

Damilnetown  and  LBuuaiter  RR 

Pomerov  Bid  Newark  EK 

Golumbis  snd  Port  Depaalt  R.  W... 

Hanover  and  York  RR 

LltUealown  HR. 

Frederick  and  FennsylToiila  line  HI 

Mifflin  and  Centre  Oonnty  HK 

Snnhurv  and  Lewletown  R.  W...   . 
Beilfard   and  Bridgeport  KH   (JuniiB 

to  April  inc) 

Bedford  and  Bridgeport  R.  W.  (May 


»r  Inc.).. 


Bete .. 

Iiewiabiire  and  Tyi 

Bald  EnBle  Valley  KE.  (P,  R,  K,  DiV 

portion) 

Tyrone  and  Clearfleld.  R,  W 

Tlplon  RR 

Cambria  and  Clearfleld  KR 

Ebensbnre   and  Creasnn  RE.  (Januaiy 

Bonth  Folk  RH  (from  AneiiHt  isthV. 

— Fennsylvania  ItR 

Bonth  West  Pennsylvania  K.  W 

TnitleUreek  Valley  BH.  (From  Sept.  2Sth) 
Pitlaburg,Virginiaand{;harleBttt.W. 
UcKeesnorl  and  Be^scma  RR,  (troi 

July  20th) 

_hilBdelphia  and  Erie  RR 

Bnnbnry.UazletonandWilkcaharrBR.W. 

North  and  Weat  Branch  B .  W 

KeacopcE  Railroad 

Bald  Kaele  Valley  RR.  (F.  Si  E.  Div 

portion) 

Sogqaehgniia  uid  Clearfleld  BR 


Railroad 

Perth  Amboy  and  WoDd'bridge  HR.. 
Millstone  and  New  Branawiok  HR.. 
Rocky  Hill  RB.  and  Kingaton  Brnnc 

IHlndire  /Klaicnrs  RB 

BDBtietou  RR 

Fbtta.,  GenDantDwn  and  Cheatnnt  Bill 

HR. 

Freehold  and  Jamesburg  Agricultural 

RR 

Oolumbua, 

Philadelphia  i 

Long  Beach  Kn  ,,. 

Camden  and  Burlington  County  RR. . 

Vinceolown  Branch 

Houat  Holly,  Lumbertan   and  Usdfoi 


2,573-46  S67.42a,SM  8J5,W7^821 .479.3961  »10.<Sa.  133 
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"Set  profit  after  dedactlng  rentals,,.. 


e  of  equipme 
let  earnings,. 


t  loaned  to  bnncb  nnd  ot 


1  ]  d  dact— Interest  on  bonded  debt,, 
t  P  nnsjlvanla  Company  tor  ' — 
k  T  net  CertiBcates 


mortgages  and  gronnd-re 

f  pwinents  on  ar 

I  Rv  Co.  on  lines  n' 

n  capital  stock 


Available  Revenue  (See  Income  Acconnt)... 


— 

»'S^?g 

63,S19^7& 

W,416 

191.731 

83,176 

"81^17,1® 

318,340 
521,129 

«IS 

5045.318 

— — 

SU,\niJH:l 

Statement    of  gross    earnings,    expenses,     net    earnings,    and   rentals, 
on  the  Lines  West  of  Pittsburg,  from,  January  1st  to  December  31st, 


Proprlelary  Department— Pennsylv  C 
Union  Line  Bureau— Pennsylvania  Co. 
Pittsburg,     Ft.    Wayne  and  Cliicago 


Pittsburg,  Toangstown  and  Ashtabuli 


and   Plttaburg  Ballroad 

land  and  Plttaburg Hallroad.. -. . 

Toledo .  Walb  ondlngValley  and  Oblo  BE 
South  Chicago  and  Southern  RR  .... 
State  Line  and  Indiana  City  Hallway. 
Indianapolis  and  Vincennes  Hallroad.. 
"  rand  Raplda  and  Indiana  Ballroad.. . 
_ jakegon,  Grand  Rapidii  and  Ind.  EE. . . 

Traverse  City  Eailroad 

Cincln  nati,  Richmond  a  nd  Ft.  W^ne  RH 
P  Jtta,  Cin..ChlcaRO  and  St.  Lou  Is  Hallway 
Chartlers  Railway. . 


Eentuuky 
Mnaklngnm     Valley 


Railroad.. 
Cincinnati 

Railway 

-Ittlc  Ulaml  Railroad 

St  Lont9,TandaliaandTerreHautBER. 
St.  Louis  and  Carondelet  Railway. 

Ohio  ConnectiDg  Railway.  - 

Englewood  Connecting  Railway 


2,291,097;       316,325 


32,H6S 
10.39S 

2,404!95i 
180,706 
43,497 
452,063 
14,901.754 
273,091 
60^79 


02391 
8374! 
3,364 1 


4285,480 

24,701 
15,574 


118,155 
35,328 
330,227' 


6.Sai90 
200,OJ2 
1,163.797 


1,743,737 

1,213.326 

62,219 


62550 

8,170 

121  i40 

3,961,946 
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For  the  sake  of  completeness  I  subjoin  also  a 

Summary  of  operating  results  of  the  three  grand  divisions 
East  of  Pittsburgh  and  Erie  in  1891. 


Earn  tugs. — From  freight  traffic 

From  passenger  traffic 

From  express  traffic 

From  transportation  of  mails  

From  miscellaneous  sources 

From  rents 

From  Delaware  and  Earitan  Canal. 


Total  earnings 

Expens(s.— For  conducting  transportation 

For  motive  power 

For  maintenance  of  cars 

For  maintenance  of  way 

For  general  expenses . . . . 

For  Delaware  and  Raritan  Canal. 


Total  expenses 

Net  earnings  from  operation. 


1891. 


$ 

46,650,184  10 

16,962.269. 82 

1.218.453.25 

1,253,067.89 

695,507  26 

247,184.31 

400,174.18 


19.544371.59 

12.023,517.88 

5,430,475.30 

7,678,355.52 

907.499.53 

36a224.80 


1891. 


67.426,840.81 


45,947  444.62 


21,479,396.19 


Below  are  statements  showing  share  capital,  funded  debt, 
income  and  expenditure,  assets  and  UabiUties  of  the  Penn- 
sylvania Railroad  Company. 


Ordinary  share  capital  ($50  shares) $126,771,200 

Funded  debt:—  $ 
Navy  yard  mortgage  registered  bonds,  5  per  cent., 

due  1901 1,000,000.00 

*  Consolidated  mortgage  bonds,  6  per  cent.,  due  1905  27,480.020.00 

*  General  mortgage  bonds,  6  per  cent.,  due  1910 19,997,820.00 

*  Consolidated  mortgage  bonds,  5  per  cent.,  due  1919  4,998,000.00 

*  Collateral  trust  loan,  4,%  per  cent,  due  1913 9,900,000.00 

Equipment  trust  gold  loan,  4  per  cent.,  due  1914...  2,791,000.00 
P.  W.  &  B.  R.  R.  stock  trust  certificates,  4  per  cent., 

due  1921 7,909,000.00 

Mortgages  and  ground  rents  payable 3,014,286.39 

77,090126 

Total  share  &  bond  capital $203,861,326 

« 

•  Quoted  in  London. 
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(Annual  meeting  second  Tuesday  in  March.  Interest  payable 
in  Philadelphia  or  at  London  Agency  (Mr.  T.  W.  Powell, 
1,  Drapers  Gardens,  E.G.) 

The  following  statement  shows  the  detailed  income  account 
of  the  Pennsylvania  Railroad  Company  for  the  years  1889, 
1890  and  1891,  the  "  net  income ''  given  in  the  first  line 
being  the  amount  of  income  after  deductmg  interest  payments, 
rentals,  &c.  (Copied  by  permission  from  the  Chronicle,) 


INCOME   ACCOUNT. 


Net  income  Penn.  RR.  Division.  

Net  loss  or  gain  on  Un.  N.  I.  Div 

Loss  on  Pliila.  &  Erie  DiV 

Balance 

From  this  balance  deduct — 

Payments  to  trust  funds  

Consol.  mort.  sinking  fund  account 

Alleghany  Valley  RR.— Deficiency 

Penn.  Canal  on  acc't  of  interest 

Am.  SS.  Co.  guar,  interest - 

Extraordinary      expenses      not    properly 

chargeable  to  capital 

Balance  to  credif  of  income  after  deducting 

all  payments  

Dividends 

Rate  of  dividend 

Balance  to  credit  of  profit  and  loss  account 
for  year 

Balance  in  settlement  of  claims  and  old 
accounts,  &c 

Balance 

Expenses  acc't  of  floods,  June, '89,  debited 
to  profit  and  loss,  &c 

Add  profit  and  loss  Jan.  1. 

Balance  profit  and  loss  Dec.  31 


1891.  1890. 

S  I  S 

12,257,432  I     11,030,401 


—276,456 
9,135 

11,971,841 

98,622 
324,780 
274,C62 


1,510,758 
2,208.222 

9,763619 
7  495,598 
(6) 


2,268,021 
-4-49,019 


2317,040 


2.317,040 
22,017.793 


+396,885 
1,644 


11,425  642 

93498 
324,800 
119,005 


1,632,024 


2,169,327 

9.253.315 
6.241,873 
(5i) 


3,014.442 


3.014,442 
1.064,704 


1.949.738 
20.068.056 


1889. 

$ 

10.870,351  ; 
-138,712 

16,316 

10,992.747 

87,433 
324,8tX) 
160,179 
188510 

45,000 

1,530.913_ 
2,336,835 

8,655,912 
5,327,270 
(5) 


24334,833  |    22017,794 


3,328,W2 

_4-119,370^ 
3,448012 

_2,609.3'25 

838,687 
19,229  .:-i68 

"20,068  a=j"5" 
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GENERAL  BALANCE  DECEMBER 

Assets. 


31. 


Construction,    equipment  etc.,     railroads 
between  Philadelphia  and  Pittsburgh  . . 

Cost  of  bonds  of  railroads 

Cost  of  stocks  of  railroads 

Cost  of  bonis  and  stocks  and  investm'ts 

not  otherwise  enumerated 

Managers   of  Trust   created  by  Penn.  RR. 

C...  Oct.  9,  1878 

Penn.  RR.  consol.  Mort,  less  redeemed  and 

cancelled 

Insurance  fund 

Mortgas^es  and  ground  rentals 

Freight  balances  due .   . 

Securities  of  United  N.  J.  Comp's,  trans- 
ferred with  lease .   

Equipment  of  United  N.  J.  Co.'s,  transferred 

with  lease 

Fuel  and  materials  on  hand 

Bills     and     atjcounts     receivable,      and 
amounts  due  from  other  roads,  including 
advances,  viz: 
United  N.  J.  RR.  &  Canal  Co.—  Con- 
struction   

Sinking  fund  and  redemption 

Real  estate 

Phi  la.  &  Trenton— Construction. . . 

Real  estate  

Othfer  companies  

Cash  balance  in  London 

Cash  in  hands  of  agents 

Cash  in  hands  of  Treasurer 


Total 


1891. 

$ 
101,884,163 
88,049,144 
68.021,735 

8,528,902 

4,159,193 

2,268,700 

io,aio 

31,450 

3,733,445 

8r>3626 
4,314,050 


3  795,604 
V,350,7*K) 
2,194,650 
1.299.478 
326,530 
13  587  321 
1,220,331 
2.989.295 
7409.552 

'266,727,871 


1890. 
S 
93,9a%783 
37,615.878 
66,982,746 

8,583,109 

4,065,695 

1,943,920 

10,000 

50.250 

565,163 

3,733,445 

931,922 
4,563,173 


3,795.604 
2,2:^7,780 
2,056  301 
1.299.478 
289,109; 
15,697,302 
1,123,8091 
2.759.152 
6212,7291 

"258.454,348' 


1889. 
$ 
90,204,216 
35,919,813 
66.106.632. 

7,808,471 

3978,261 

l,622,0:30j 

io,ooo! 

68,15D| 
205,190 

3,774,895 

1,006,346 
4,030,595 


2,9-23,999 

2,122,460 

1.873.(  62 

1,233.682 

272,606, 

13.897,5.541 

1.220,716 

2,976,741 

_  4,788,350 : 

246,043.759 


Liahilities. 


I  Capital  stock 

I  Funded  debt 

'  Mortgages  and  ground  rents 

'  Penn.  Co.  for  insurance  on  lives  etc.  "Trust 

j     certiticates." 

'  Har.  Pt.  Mt.  J.  &  Lan.  stock,  guaranteed.. 
I        „  „      4  p.c.  bonds,  guaranteed... 

j  Passenger  balances  due  other  roads 

i  Freight  balances  due  other  roads 

Payments  for  leased  equipment. .   

Pay-rolls  and  vouchers  

Cash  dividend  unpaid 

Dividend  scrip  and  unpaid  interest 

Sundry  accounts  due  other  roads, 

Securities  of  United  X.  J.  Co's  transferred 
with  the  lease 

Equipment  of  United  N.  J.  Co.'s  transferred 
with  lease 

Fund  for  purchase  of  securities  guar,  (trust 
of  Oct.  9,  1878) 

Trustees  of  consol.  mort. 

Consol.  mort.  bonds  sinkiug  fund 

Balance  to  profit  and  loss 


Total. 


1891. 
$ 
126,771,200 
66,166,840! 
3,014,286 

7,909.000 

1.182,550 

'700,000 

1.018,796' 

161.0001 

6  849  610 

89,271 

95  686 

15,127,798: 

3,733,445 

853,626 

4,257,815' 
4214;:J3. 
4,040,680' 
24:^.834 


1890.        I  1889. 

s       '  s 

123,082,050!  113.488,600 

66,307,840  67,208.165 


266.727,8711 


3,084,286 

7.915,000 

1,182,550 

700,000 

995.352: 

440  963' 

80,500 

7,382.4251 

72,7911 

1.260' 

12,651078 

!3,733,445 

931,921 

4 159,193 

3.715901 
_22,017.794 

258,454,347 


2.92a381 

8,089,000 

1,182.550 

7(X),0C)0 

974,339 


6,611,328 

127,189 

1,272 

12,431,843 

3.774,895 

1,006.346 

4,065,695 

3.391,100 
20.068.0.56 

246.043,759" 
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Subjoined  are  details  relating  to  the  principal  companies  subsidiary  to  the 
Pennsylvania  RR.  Company,  showing  their  relation  to  the  system,  etc.  Many 
of  the  following  data  are  derived  from  the  Investor's  Supplement  of  New  York 
Chronicle,  by  kind  permission  of  the  publishers  of  that  excellent  journal. 

ALLEGHENY  VALLEY  RAILWAY. 

The  lines  of  this  company  have  a  total  length  of  259  miles.  The  main  line, 
132  miles  long,  runs  from  Pittsburg  to  Oil  City  along  the  right  bank  of  the 
Allegheny  river  and  traverses  the  oil  region;  a  branch  of  110  miles  goes  to  Drift- 
wood, Pa.,  where  it  meets  the  Philadelphia  &  Erie,  also  belonging  to  the  Penn- 
sylvania system. 

The  company  was  reorganized  in  March,  1892,  and  was  formerly  known  as  the 
Allegheny  Valley  Railroad  Company,  which  went  into  receivers'  hands  in  >Iay, 
1884.  After  seven  years  of  litigation  it  was  sold  in  foreclosure  on  Dec.  15,  1891, 
subject  to  the  mortgage  bonds  of  1866  and  1870.  It  is  controlled  and  operated  by 
the  Pennsylvania  RR.  Co.,  to  which  it  owed  over  $6,000,000.  In  conformity  with 
the  plan  of  reorganization  a  new  general  mortgage  of  $20,000,000  four  per 
cent,  bonds  is  issued,  principal  and  interest  guaranteed  by  the  Pennsylvania 
Railroad.  Of  these  bonds  $17,100,000  (being  the  principal  and  8  per  cent,  additional 
of  the  prior  liens  not  divested)  are  reserved  to  take  up  these  liens  as  they 
fall  due,  and  $1,000,000  are  held  to  meet  future  requirements  of  the  company,  while 
the  balance  of  $1,900,000,  is  used  in  the  reorganization.  Stock  authorized, 
$30,000,000,  of  which  $18,000,000  is  cumulative  3  per  cent,  preferred.  The 
Pennsylvania  RR.  Co.  received  $10,000,000  preferred  and  $8,251,050  common  stock, 
and  of  the  preferred  stock  $15  4  millions  has  been  issued,  of  the  common 
$10  5  millions. 

The  Pennsylvania  RR.  Co.  guarantees  to  purchase  the  interest  on  the'?  per  cent  • 
1st  mortgage  of  1870.  The  Pennsylvania  RR  Co.,  the  Northern  Central  Ry.  and 
the  Philadelphia  &  Erie  RR  are  guarantors  on  the  5  per  cent,  loan  of  1870. 

In  1891  gross  earnings  were  $2,548,794;  net,  $1,026,853.   In  1890,  gross,  $2,592,101; 
net,  $1,124,  e51. 


BALTIMORE  &  POTOMAC  RR. 

This  is  a  very  important  line,  connecting  with  Southern  lines  and  with  the 
national  capital;  it  runs  from  Baltimore  to  Washington,  D.  C,  Pope's  Creek. 
Md.,  and  Quantico,  Va.,  and  its  total  length  is  96  miles.  Capital :  $1,500,000  6  pet.  uold 
bonds.  $3,000,000  6  pet.  gold  bonds,  and  $3,000,000  5  pet.  gold  general  mortgage 
bonds.  Of  the  general  mortgage  $10,000,000  is  authorized,  to  retire  other  bonds, 
when  due  in  1911.  Stock :  $4,914,250  (in  $50  shares)  of  which  the  Pennsylvania 
through  the  Phila..  Wilmington  &  Baltimore  RR.  Co..  (q.  v.)  owns  $4,081,0:0,  the 
Northern  Central  $522,850.  The  Pennsylvania  also  owns  all  consol.  mortg  bonus 
now  issued.  Earnings  in  1891  were  $1,808,245  gross,  net  $475410,  balance  $19,857; 
net  earnings  1890,  $464,403. 


CAMDEN  &  ATLANTIC  RR. 

This  line  connects  Camden,  opposite  Philadelphia,  with  Atlantic  City,  a 
favourite  summer  resort  on  the  ocean,  much  frequented  by  Philadelphians,  and 
has  one  short  branch;  total  length  83  miles.  Stock  amounts  to  $378,100  common 
and  $830,000  preferred  non -cumulative  7  pet.;  of  both  descriptions  Penna.  RR. 
owns  the  majority.  Dividends  on  common  stock:  3 pet.  in  1880,  none  since;  on 
preferred  3  in  1890,  none  since;  funded  debt  amounts  to  $1,587,000  5  and  6 pet. 
bonds;  Company  owes  lessee  $250,000.  Earnings  1891:  gross  $800,970,  net  $151,718 ;. 
surplus  after  fixed  charges  $25,245,  against  $12,126  in  1890. 
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CLEVELAND  &  PITTSBURG  RR. 

This  company  owns  the  important  branch  of  the  Penna.  RR.  which  connects 
Pittsburg  with  Cleveland  on  Lake  Erie,  and  forms  part  of  the  "  Fort  Wayne 
Route"  to  Chicago.  Total  length  224  miles.  The  company  operates  the  foil  owing  lines: 

Main  line  from  Cleveland,  0.,  to  Rochester,  Pa.,  124  miles;  branches— Bayard, 
0.,  to  New  Philadelphia,  31  miles;  Yellow  Creek  to  Bellaire,  43  miles;  trackage, 
Rochester  to  Pittsburg  (Pittsburg,  Fort  Wayne  &  Chicago),  26  miles;  total 
operated,  224  miles.  The  property  was  leased  for  999  years  from  December 
1,  1871,  to  the  Pennsylvania  Railroad  Company,  and  the  lease  transferred  to 
the  Pennsylvania  Company  in  1872.  The  rental  amounts  to  7  per  cent,  on  existing 
capital  and  $10,000  per  annum  for  expenses,  the  lessee  assuming  all  liabilities. 
The  share  capital  consists  of  $11,247,314  on  which  the  Pennsylvania  Company 
guarantees  7  pet.,  the  bonded  debt  aggregates  $5,595,000.  In  1891  a  general 
mortgage  for  $10,000,000  was  authorized,  the  bonds  being  guaranteed  as  to  principal 
and  interest  and  endorsed  by  the  Pennsylvania  RR.  Comp.  There  is  a  sinking 
fund,  but  no  bonds  of  this  issue  can  be  called  for  payment. 

For  the  year  1891  the  gross  receipts  were  $3,434,252.  In  1890  the  loss  to  the  lessee 
was  $2,517,  against  a  deficit  of  $229,740  in  1889. 


CUMBERLAND  VALLEY  RR. 

This  company  owns  lines  from  Harrisburg  to  Winchester,  Va.,  connecting 
with  Southern  lines.  Total  length  of  owned,  leased  and  controlled  lines,  165  miles. 
It  leases— Cumberland  Valley  &  Martinsburg  Railroad.  34  miles;  Dillsburg  & 
Mechanicsburg  Railroad.  9  miles;  Southern  Pennsylvania  Railroad,  21  miles; 
controls  Mont  Alto  Railroad,  18  miles,  but  accounts  are  kept  separate;  total 
controlled  and  operated,  165  miles.  The  stock  is  $1,292,950  common,  $241,900  first 
preferred  and  $243,000  second  preferred ;  $975,800  common  and  $'237,200  preferred 
being  owned  by  Pennsylvania  Railroad  Company.  The  1st  and  2nd  mortgage 
bonds  amount  to  only  $270,500.  Large  advances  have  been  made  to  branch 
roads.  The  Southern  Pennsylvania  is  leased  for  net  earnings ;  no  interest  has 
been  paid  on  the  bonds  of  this  company  since  March,  1875,  the  company  being 
allowed  to  deteriorate;  see  p.  130. 

Dividends:  In  1880  to  1884,  10  per  cent  yearly;  from  1885,  to  Jan.,  1892,  both 
inclusive,  at  rate  of  8  per  cent,  perann.  In  1891  gross  earnings  on  the  main  line 
were  $863,298;  net  $189,108;  surplus  over  fixed  charges,  $155,553,  against $219,989 
in  1890. 


NORTHERN  CENTRAL  RR. 

The  Northern  Central  is  one  of  the  most  important  parts  of  the  great  system,  directly 
interconnecting  Baltimore,  Harrisburg,  the  coal  region  and  Lake  Ontario.  The 
company  owns  lines  from  Baltimore,  Md.,  to  Sunbury,  Pa.,  137  miles;  and  branch 
HoUins  to  Green  Spring  Junction,  9  miles ;  it  leases  the  Shamokin  Valley  &  Potsville 
Railroad,  30  miles;  and  the  Elmira&Williamsport  Railroad,  76  miles;  and  operates  the 
Elmira  &  Lake  Ontario  Railroad,  100  miles;  the  Summit  Branch  Railroad,  20  miles; 
and  3  miles  of  the  Pennsylvania  Railroad;  total  operated,  382  miles.  In  addition  uses 
New  York,  Lake  Erie  &  Western  tracks,  7  miles,  and  Philadelphia  &  Erie  tracks 
between  Sunbury  and  Lewisport,  40  miles,  and  owns  Union  Railroad,  9  miles,  and 
$622850  stock  of  the  Baltimore  &  Potomac  RR.  Co.  The  Pennsylvania  Railroad 
owns  $3,488,950  of  its  stock  ($50  shares)  which  amounts  to  $7,518,150;  the  funded 
debt  of  this  corporation  reaches  1Q%  millions,  consisting  of  various  descriptions 
of  four,  five,  and  six  per  cents.,  and  the  company  also  guaranteed  certain 
Allegheny  Valley  securities  (see  that  company),  and  in  the  reorganization  in 
1892  received  some  of  its  stock  and  bonds. 

Dividends  since  1880  have  been— In  1881, 5  p.  c;  in  1882,  6p.c.;  from  1883  to  1886 
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inclusive,   8  pc;  in  1887,  8  pc.  in  cash  and  10  p.os   in  stock;   in  1888,   7p.c.;  in 
1889,  8p.c.;  in  1890,  8p.c.;  inl891,  7p.c.;  in  Jan.,  1892,  4  pc. 
Revenue  and  expenditure  for  the  last  four  years  ending  December  Slst.,  were : — 


Revenue — 

Gross  earnings 

Net  earnings 

Other  receipts 

Total  income 

Expenditure — 

Rentals,  &c 

Interest  on  debt 

Dividends 

Miscellaneous 

Total  disbursements 

Balance,  surplus  — 


1891. 

1890. 

1889.  ■ 

1888. 

$ 

$ 

S 

$ 

6,820,568 

6,608,797 

6,069,9c=6 

6,203.394  1 

1,903,346 

1,687,038 

1,944,356 

2,109,821 

377,181 

522,931 

307,628 

251,125 

2,280,527 
$ 

2,209,989 

S 

2,447,728 

S 

2,417,449 

S 

440,-161 

475,572 

464,870 

470,706 

914,001 

924,039 

931,481 

9^6,505 

(7)526,263 

(7)526.260 

(8)571,975 

(8)571,966 

229,">58 

226,654 

293,828 

79,495 

2,110,283 

2,152,526 

2,262,155 

2,048,672 

170,244 

57.462 

185,573 

368,776 

PHILADELPHIA  A:  ERIE  RR. 

This  company,  formerly  known  as  the  Sunbury  &  Erie  RR.  Company,  connects 
the  coalfields  with  the  city  of  Erie  on  Lake  Erie;  it  has  been  leased  to  the 
Pennsylvania  Railroad  for  999  years,  and  actual  net  receipts  are  paid  as  rental. 
The  general  mortgage  is  guaranteed  by  the  Pennsylvania  Railroad  Company 
which  owned  (December  31,  1891)  S3,501,800  common  and  $2,400,000  preferred 
stock  and  $3,823,000  general  mortgage  bonds,  and  the  city  of  Philadelphia  (sinking 
fund)  $2,2.50,000  common  stock.  Capital  stock— Common,  authorized,  $10,0  0,000; 
outstanding,  $7,975,000;  preferred,  special,  7  per  cent.,  $2,400,000 ;  par,  $50.  Funded 
debt  $19,720,000,  consisting  of  4, 5,  6,  and  7  per  cent,  bonds  to  be  exchanged  gradually 
for  4  per  cent,  general  mortgage  bonds,  of  which  $4,775,000  are  issued.  A  dividend 
of  2  per  cent,  was  paid  on  common  stock  in  March.  1892. 

The  reports  for  1888—90  show  earnings,  etc..  as  follows:— 


Gross  earnings 

Expenses  (incl.  all  taxes) 

Net  earnings 

Total  net  income 

Interest  on  debt 

Interest  on  special  stock.... 

Interest  on  equipment 

Extraordinary  expenses 

Organization  expenses 

Total  disbursements 

Surplus 


1891. 

$ 
5,201,361 
3,516,391 


1,684,970 
1,702.9&5 

1,042,470 
168,000 
156,003 

8,000 


1,374,473 
328,512 


1890. 

$ 

5,113,787 

_3^15^95_ 

1.698,192 

1,716,440 

1.034,470 
168,000 
183,614 

8.000 


1,394.084 
322,356 


1889. 

$ 
4,689,137 
2,928,744 


1,760,393 
1,778,573 

1,034,470 
168,000 
174,920 
323,:i31 

8,000 


1,708,721 
69,851 


1888. 

$ 
4,373,042 
2,733,088 


1,639,954 
1,655,850 

1.168,176 
168,000 
168,404 

8.000 


1.512,580 
143,270 


PHILADELPHIA,  WILMINGTON  &  BALTIMORE  RR. 
This  also  is  a  most  important  part  of  the  Pennsylvania  system.   It  connects 
Philadelphia  with  Baltimore,  numerous  points  in  Maryland,  and,  indirectly  through 
the  Baltimore  &  Potomac  RR.  with  Washington  and  Southern  connections.  Its- 
lines  consist  of  the  following  parts :  Philadelphia,  Wilmington  &  Baltimore  Rail 
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road,  133  miles;  Philadelphia  &  Baltimore  Central,  83  miles;  Delaware  Railroad 
100  miles;  Queen  Anne  Sc  Kent  Railroad,  26  miles;  Delaware  &  Chesapeake,  5i 
miles;  Cambridge  &  Seaford  Railroad,  27  miles;  Delaware,  Maryland  &  Virginia 
Railroad,  98  miles;  other  mileage,  130;  total  operated,  648  miles.  The  company 
practically  owns  all  the  stock  of  the  Philadelphia  &  Baltimore  Central.  The 
bonds  are  all  to  be  secured  by  any  mortgage  which  may  be  issued  on  the  road. 

From  1868  to  1887,  inclusive,  dividends  of  8  per  cent,  were  paid;  in  1888  and 
1889,  7;  in  1890,  6;  in  1891,  6;  in  Jan.,  1892,4.  In  April,  1881,  almost  the  entire 
stock  was  purchased  by  Pennsylvania  Railroad  Company,  $10,890950  of  it  being 
now  held  by  that  company.  The  stock  amounts  to  Sll, 819,350,  and  various  des- 
criptions of  "plain  bonds,"  aggregating  S5,50O,0C0,  are  issued. 

In  year  ending  October  31,  1890,  gross  earnings  were  86,823,377;  net,  $1,570,202; 
surplus  over  fixed  charges,  $1,020,772;  dividends.  $709,161.  In  1890-91  gross 
earnings,  $7,194,998;  net,  $1,901,876;  surplus  above  charges,  $1,020,981;  dividends, 
$827,354;  surplus,  $193,627. 


UNITED  NEW  JERSEY  RR.  &  CANAL  Co. 

This  company  controls  a  most  importantportionof  the  Penna  system,  including 
the  main  line  from  Philadelphia  to  New  York  (Jersey  City).  Among  the  other 
lines  of  this  system  there  is  one  running  from  Perth  Amboy  to  Camden,  opposite 
Philadelphia,  formerly  the  famous  **  Camden  and  Amboy,"  and  there  are  also 
branches  to  Long  Branch,  Berkeley  N.  J.,  and  to  Manunka  Chunk,  Pa.;  total  mileage 
450  miles.  The  principal  lines  owned  directly  are  from  Jersey  City  to  Trenton, 
56  miles,  and  from  Camden  to  South  Amboy,  61  miles;  9  branches, 29  miles;  total 
(owned  directly)  146  miles.  This  company  also  owns  the  Delaware  &  Raritan  Canal, 
66  miles  long.  Among  the  lines  leased  are  the  Philadelphia  &  Trenton  and  the  Belvi- 
dere  &  Delaware.  The  company's  property  was  leased  in  May,  1871,  to  the  Penn- 
sylvania Railroad  for  999  years,  at  a  rental  of  10  per  cent,  on  the  stock,  besides 
interest  on  bonds.  The  Pennsylvania  Railroad  owns  $1,350  000  stock,  of  which 
$21,240,400  is  outstanding. 

The    general    mortgage    of    April    20,   1871,    is    for  $20,000,000  and  secures 
qually  all   bonds  though  issued  at  different  dates.    The  6  per  cent,  bonds  due 
in  1894  were  plain  bonds  merely  until  secured  by  this  indenture. 

In  1891  gross  earnings  were  $18,995,592;  net,  including  income  from  investments, 
$4,587,220,  against  $5,134,976  in  1890.  Net  loss  to  lessee  in  1881,  $302,864;  in  1882, 
$568,759;  in  1883,  $635,914;  in  1884,  $593,536;  in  1885,  $159,496;  in  1886,  $179,016 
in  1887,  $227,991;  in  188S,  $160,501;  in  1891,  $276,455.  Net  profit  in  1889.  $138,712; 
in  1890.  $396,885.  On  Dec.  31,  1891.  the  sinking  funds  held  securities  of  par 
value  of  $4,343,000  and  cash  uninvested  $91,318;  the  direct  loss  of  the  Pennsylvania 
on  this  lease,  connected  with  the  guarantee  of  the  umnually  high  dividend  of 
10  per  cent,  on  the  common  stock,  is  largely  made  up  for  by  indirect  gains. 


THE  WEST  JERSEY  RR. 

The  lines  belonging  to  this  company  connect  Camden,  N.  J.,  opposite  Philadel- 
phia with  various  seaside  resorts,  notably  Cape  May,  Bridgeton,  Riddleton, 
Sea  Isle,  Ocean  City,  &c.,  and  are  182  miles  long;  the  company  operates  West 
Jersey  &  Atlantic  Railroad  (see  below),  40  miles;  total  operated  222  miles. 

Sinking  fund  of  $12,500  yearly  for  bonds  of  1896  is  invested  in  company's 
bonds  and  bonds  of  the  Pennsylvania?  system,  and  $709,100  were  so  held  January 
1,  1891.  Stock  authorized,  $5,350,000  of  which  $2,204,000  are  issued. 

Dividends  since  1880— In  1881,  4  p.c. ;  from  1882  to  1884,  inclusive,  3  and  3  scrip  ; 
from  1885  to  1887,  inclusive,  6;  in  1888,  6J;  in  1889,  7;  in  1890,  7;  in  1891,  March 
3%  in  scrip ;  September,  3%  cash ;  in  1892,  March,  3%.  The  scrip  issued  as  dividend 
in  March,  1891,  does  not  bear  interest,  but  is  redeemable  in  cash  and  is  convert 
ble  into  stock  at  par. 
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Earnings,  including  those  of  leased  lines,  have  been  as  follows  :— 


Gross  earnings 

Total  net  income... 
Interest,  rentals,  &c 

Dividends 

Balance,  surplus. 


1891. 

1890. 

$1,658,090 

81,633,745 

450,998 

622,917 

233.552 

251.237 

(7)  150,640 

(7)148  217 

$66,8j6 

$123,463 

1889. 

1888. 

$1,526,169 

$1,556,033 

455.072 

529,250 

248,933 

289407 

(7)  148,217 

(6j^)138,082 

$57,922 

$101,761 

West  Jersey  &  Atlantic— Owns  Newfield.  N.  J.,  to  Atlantic  City.  N.  J..  33  miles; 
Pleasantville  &  Ocean  City  RR.,  7  miles;  total.  40  miles.  Opened  June  17,  1880, 
and  operated  by  West  Jersey  RR.  on  a  joint  traffic  agreement  and  25  percent, 
of  gross  receipts  on  West  Jersey  from  traflSc  of  this  road  to  be  applied  to  any 
deficit  in  interest  and  then  as  sinking  fund  for  bonds  purchasable  at  105,  or 
drawn  at  100,  if  over  105.  Last  dividend  was  2  per  cent,  in  September,  1890.  In 
1891  net  earnings  were  $26,322;  interest,  etc..  $20,333;  balance,  $5,989.  In  1890 
net  earnings  were  $43,043;  interest,  etc,  $18,914;  dividends,  $40,342. 

The  foregoing  are  the  principal  lines  East  of  Pittsburg  leased 
or  controlled.  For  the  sake  of  completeness  I  have  added  the 
following  table  showing  the  amount  of  coal  mined  and  sold  by 
four  mines  operated  by  the  Pennsylvania  RR.  Cy.,  with  the  price 
received  for  same  at  point  of  sale: — 


Susquehanna  Coal  Company 

Summit  Branch  Railroad  Co 

Lykens  Valley  Coal  Company.. . . 
Mineral  RR.  and  Mining  Co 


Tons  Mined. 

1891. 

1.469,489  09 

356.720  03 

268.076  03 

503.644  05 


Totals 2.597,930  00 


Tons  Sold. 

1891. 

1,457.196  19 

360,346  18 

274.939  17 

466,267  12 

2,558.751  06 


Amounts  received 
at  points  of  Sale. 

1891. 

$4,182,588  50 

1,269.731  62 

935108  66 

1,351.180  80 

$7,738,609  58 


The  average  receipts  per  ton  at  point  of  sale,  aggregating  the  results  of  the 
four  coal  companies  for  1891,  were  $3.02,  as  against  $3.07  in  1890.  Operations 
resulted  in  a  deficit  of  over  $600,000  in  1891,  against  $96,000  in  1890. 


THE  PENNSYLVANIA  COMPANY. 

This  corporation,  not  to  be  confounded  with  the  Pennsvivania  Railroad  Company.was 
chartered  by  the  Pennsylvania  Legislature  in  1870,  and  operates  all  the  leased  lines 
West  of  Pittsburg.  All  its  stock,  amounting  to  $20,000,000  and  $2,500,000  4\i  per 
cents,  is  owned  by  the  Pennsylvania  Railroad  Company.  The  funded  debt  consists 
of  $20,828,000  bonds,  of  which  $19,467,000  are  4>^  per  cent,  gold,  the  rest  6  per  cent., 
aud  besides  these  $1,839,000  of  6  per  cents,  and  $533,000  of  4>^  per  cents,  are  held 
n  the  sinking  fund. 

The  6  per  cent,  bonds  are  secured  by  deposit  of  $4,000,000  of  Pittsburg,  Fort 
Wayne  &  Chicago  special  stock,  the  gold  bonds  due  in  1921  by  a  deposit  in  trust 
of  the  leases  of  the  Pittsburg.  Fort  Wayne  &  Chicago  and  the  Cleveland  &  Pitts- 
burg railroads,  and  are  also  guaranteed  by  the  Pennsylvania  Railroad  Company. 

The  whole  number  of  miles  operated  or  controlled  by  this  Company  is  4037— 
directly  1,136. 
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The  following  roadR  constitute  the  systemof  lines  West  of  Pittsburg,  operated 
either  directly  by  this  company  or  through  their  own  organizations,  on  Dec. 
31,  1891:— 

Leased  and  Operated  directly  by  Pennsylvania  Company —  Miles. 

Pittsburg.  Foit  Wayne  &  Chicago  Railway 4699 

South  Chicago  &  Southern  Railroad 10-2 

State  Line  &  Indiana  City  Railway 3*3 

Calumet  River  Railway 4*4 

Massillon  &  Cleveland  Railroad 122 

New  Castle  &.  Beaver  Valley  Railroad 150 

Pittsburg.  Youngstown  &  Ashtabula  Rnilroad 1252 

Erie  &  Pittsburg  Railroad 84*5 

Cleveland  &  Pittsburg  Railroad 198-3 

Toledo,  Walhonding  Valley  &  Ohio  Railroad SO'O 

Indianapolis  &  Vincennes  Railroad 1335 

1,1363 

Operated  through  their  own  organizations — 

Pittsburg,  Cincinnati  Chicago  &  St.  Louis  Railway  Company 1.083'0 

Operated  by  Pitts.  Cin.  Chic.  &  St.  Louis  Railway  Company:— 

Chartlers  Railway 23*4 

Pittsburg,  Wheeling  &  Kentucky  Railroad 280 

Little  Miami  Railroad 192  0 

Englewood  Connecting  Railway 2*3 

St.  Louis,  Vandalia  &  Terre  Haute  RR ,  operated  by  Terre  Haute  As  In- 
dianapolis Railway  Company 158*3 

Cincinnati  &  Muskingum  Valley  Railway 148*5 

Waynesburg  &  Washington  Railroad. 28*1 

East  St.  Louis  &  Carondelet  Railway 12*0 

Operated  by  Grand  Rapids  &  Indiana  Railroad  Company:— 

Cincinnati.  Richmond  &  Fort  Wayne  Railroad, 85*6 

Ohio  Connecting  Railway 3*3 

29LI3 
The  following  statements  of  operations  for  1890  and  1891  have  been  published  :— 


Total  earnings   of  the  Pennsylvania  Company  on 

lines  operated  directly  by  it 

Expenses 

Leaving  net  earnings 

From  this  deduct: 
Rental,  interest  and  liabilities  of  all  kinds  chargeable 
thereto 

Net  profit  on  Pennsylvania  Company's  lines 


1891. 

$ 

21,105.977 
12,655,405 


8,450,572 


6,724,634 


1,725.938 


1890. 

$ 

21,498,991 
13,584,873 


7.914.118 


6.832,160 


1.081,958 
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Revenue — 

Net  earnings  Union  Lire  Bureau 

Rent  of  Steubenville  Extension 

Received  for  rent  of  real  estate 

Received  for  rent  of  equipment 

Profit  operating  P.  Ft.  W.  &  C.  RR 

Profit  operating  New  C.  &  B.  V.  RR 

Dividends  on  stocks 

Interest  on  bonds 

Interest  on  general  account 

Total  revenue 

Dis  bursements — 

General  expenses 

Interest  on  car  trusts 

Interest  on  6p.c.  registered  bonds 

Interest  on  4^  ^.c.  bonds 

General  interest 

Loss  in  operating  Erie  &  Pittsburg  RR.  .   . 
Loss  in  operating  Cleveland  &  Pittsburg  PR 

Loss  in  operating  Mass.  &  Clev.  RR 

Loss  in  operating  New  C.  &  B.  Val 

Advances  to  Ind.  &  Vincen.  RR 

Advances  to  Cin.  Rich.  8c  Ft.  W.  RR 

Total  disbursements 

Balance  surplus 


1 


1891. 
$ 

114,623 
61,932 
10,507 

233,741 

946,138 

,285,604 
699,244 


3,421,789 

78,885 

213,695 
88,530 

900,000 
23,745 

201,724 

14,795 

19,863 

8,329 

138,548 
7,736 


1,695,850 
*], 725,939 


160,848 
2,186 

1,685,989 
1,081,960 


1890. 

$ 
160,719 

61,934 

7,870 

256,251 

915,047 

13,148 
677,527 
646,899  j 

38,554  1 

2,767,949 

76,782 
218,119 

99,120 
843,750 

•  •  ■  ■  •  • 

267,705 

2,517 

14.962 


The  income  account  has  shown  the  following  results  after  payment  of  all 
charges:    deficit  in  1884  of  S710,220;  deficit  in  1885  of  $1,094,671;  deficit  in  1886 
of  $200,674;  in  1887,  net  profit,  $675,516;  in  1888,  loss,  $74,891;  in  1889,  net  profit 
$727,802;  in  1890,  net  profit,  $1,081,958;  in  1891,  net  profit,  $1,725,938. 

Subjoined  are  details  relating  to  the  two  principal  parts  of  the  system  operated 
by  this  company. 


PITTSBURG,  FORT  WAYNE  &  CHICAGO  RR. 

Along  this  route  the  major  part  of  the  Pennsylvania's  passenger  traffic  with 
Chicago  and  Toledo,  and  a  vast  and  growing  goods  traffic  is  canied  on.  The 
company  in  its  original  form  was  sold  in  foreclosure  in  1861,  and  reorganized 
in  1862.  Seven  years  later  it  leased  its  road  in  perpetuity  to  the  Penn. 
RR.  at  a  rental  equivalent  to  first  charges  and  7  per  cent,  on  $19,714,286  stock, 
which  was  increased  at  that  time  from  $11,500,000.  The  lessee  keeps  the  road 
in  repair  and  also  pays  taxes,  expenses,  <S:c.  The  rental  and  interest  charge  is 
about  $3,146053  per  year,  and  the  profit  to  lessee  has  been  large.  The  road  is 
now  operated  by  the  Pennsylvania  Company.  The  company  leases  the  Newcastle 
&  Beaver  Valley,  15  miles,  and  the  Massillon  &  Cleveland  RR.,  12  miles,  both 
operated  by  the  Pennsylvania  RR. 

The  first  mortgage  bonds  are  in  sis  series  of  $875,000  each,  lettered  A  to  F 
inclusive.  The  second  mortgage  is  also  in  six  series  of  $860,000  each,  lettered 
G  to  M  inclusive  (J  omitted).  The  Penna.  pays  $104,1C)0  yearly  into  the  sinking 
fund,  and  if  bonds  cannot  be  purchased,  funds  accumulate.   Of  the  1st  mort 
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gage  bonds  S1,996,0(X)  and  of  the  second  mortgage  $2,411,000,  and  $1,707,316 cash, 
were  held  in  the  sinking  funds  January  1,  1892.  The  special  improvement  stock 
is  issued  to  Pennsylvania  RR.  for  improvements,  &c.,  under  article  16  of  lease, 
which  provides  that  the  lessor  may  issue  special  bonds  or  stock.  Of  this  stock 
the  Pennsylvania  RR.  on  January  1,  1892,  owned  $1,472,512. 

In  1889  gross  earnings  were  $10,862,899;  net  income,  $3,901,661 ;  profit  to  lessee, 
$756,811.  In  1890  gross,  $12,020,934;  net,  $4,061,100;  profit  to  lessee,  $915,047.  In 
1891  gross  $11,659,144;  net  $4178,560;  profit  to  lessee  $946138.  In  Chicago  the 
Fort  Wayne  uses  the  Union  Station,  together  with  the  Burlington,  St.  Paul,  and 
other  Northwestern  connections. 


PITTSBURG,  CINCINNATI,  CHICAGO  &  St.  LOUIS  RR. 

The  lines  belonging  to  this  company,  (apart  from  constituting  a  second  route  to 
Chicago,  running  South  of  ,the  Fort  Wayne,)  connect  the  Pennsylvania  system 
with  St.  Louis  and  indirectly  with  Louisville.  The  company  embraces  the  following 
lines:  From  Pittsburgh,  Penn.,  via  Columbus,  0.,  to  Chicago,  111., 504 miles;  Rend- 
comb  Junction  (near  Cincinnati)  to  Anoka  Junction,  Ind,  166  miles ;Logansport 
Ind.,  to  Illinois  State  Line,  60  miles;  Bradford  Junction,  O., to  Indianapolis,  ind., 
104  miles;  Indianapolis  to  Jeffersonville  (opposite  Louisville,  Ky.),  109  miles; 
branches,  138  miles;  total  owned,  1,081  miles.  Trackage:  Lake  Erie  &  Western, 
Indianapolis  to  Kokomo,  Ind.,  55  miles;  Louisville  Bridge  Co.,  2>^ miles;  terminal 
tracks  in  Columbus  and  Indianapolis,  1  mile;  Cin.  Ham.  &  Dayton  RR.,  1>^  miles; 
total  trackage,  60  miles.  Total  system  proper,  1,141  miles. 

Leases:  Chartiers  Railway,  23  miles;  Little  Miami  and  dependencies,  Cincinnati, 
0.,  to  Springfield,  0.,  84  miles,  and  Columbus.  0.,  via  Dayton,  to  Richmond,  Ind., 
112  miles;  Pittsburg.  Wheeling  &  Kentucky,  28  miles;  Cincinnati  Street  Connect- 
ing Railway,  3  miles;  Englewood  Connecting  Railway  in  Chicago. 2 miles; other 
lines,  4  miles;  also  has  a  joint  interest  with  Terre  Haute,  &  Indianapolis  of  the 
"Big  Four"  in  the  St.  Louis,  Vandalia  &  Terre  Haute,  from  the  Indiana  State 
Line  to  East  St.  Louis,  158  miles;  total  leased.  415  miles.    Grand  total,  1,556  miles. 

The  P.,  C,  C,  &  St.  L.  RR.  Co.  was  formed  in  1890  by  consolidation  of  the 
Chicago,  St.  Louis  &  Pittsburg,  the  Jefferson,  Madison  &  Indianapolis,  the  Cin- 
cinnati &  Richmond,  and  the  Pittsburg,  Cincinnati  &  St.  Louis,  and  is  controlled 
by  the  Pennsylvania  Co.  through  ownership  of  stock. 

The  stock  authorized  is:  Common,  $45,000,000;  preferred,  $30,000,000;  par,  $100 
There  were  to  be  issued  in  the  consolidation  about  $23,000,000  of  preferred  stock 
and  $21,000,000  of  common  stock,  in  exchange  for  the  stock  of  the  constituent 
companies  on  the  following  basis :  Pittsburg,  Cincinnati  &  St.  Louis  Railway 
first  and  second  pref.  and  common  to  receive  of  new  preferred  $100  for  two 
shares  ($50  each)  of  old  stock ;  Chicago,  St.  Louis  &  Pittsburg  Railroad  prefer- 
red to  receive  $66.66  new  preferred  and  $3334  new  common  for  each  $100  share 
of  old  stock;  Chicago,  St.  Louis  &  Pittsburg  old  common  to  be  exchanged  for  new 
common  share  for  share;  Jeffersonville,  Madison  &  Indianopolis  Railroad  stock 
to  receive  $50  new  preferred  and  $50  new  common  in  exchange  for  each  $100  old 
stock.  New  common  stock  for  $4,600,000  was  given  for  accumulated  and  unpaid 
dividends  on  the  first  preferred  stock  of  the  Pittsburg,  Cincinnati  &  St.  Louis 
Railway.  On  Dec.  31,  1891,  there  was  outstanding  $21,541,666  common  8t3ck  and 
$22,344,693  of  preferred.  In  Feb.,  1892,  a  stockholder  of  the  Pittsburg  Cincinnati 
At  St.  Louis  who  declined  to  come  into  the  consolidation  had  his  stock  valued  at 
$65  per  share  by  a  board  of  arbitrators.  The  case  has  gone  to  the  Supreme  Court. 

The  preferred  stock  is  "  non-cumulative  and  entitled  to  a  dividend  of  4  per 
cent,  per  annum  out  of  the  net  earnings  as  declared  by  the  Board,  with  the  right 
after  3  per  cent,  has  been  declared  on  the  common  to  an  additional  1  per  cent., 
making  5  per  cent  in  all."  After  5  per  cent,  has  been  declared  in  any  year  on 
both  common  and  preferred,  the  two  stocks  share  equally. 
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Dividends  on  preferred:  In  1891,  May,  1  per  cent.;  November,  2  per  cent.;  in 
1892,  March.  2  per  cent. 

On  Jan.  1. 1892,  the  Pennsylvania  Railroad  Company  owned  $3,100,450  preferred 
stock  and  $5,944,000  Chicago,  St.  Louis  &  Pittsburg  consols. 

A  consolidated  41^  per  cent,  mortgage  for  $75,000  003  has  been  created,  $37,190,000 
being  reserved  for  the  prior  lien  bonds.  Bonds  to  the  amount  of  $41,850,000  are 
outstanding,  mostly  4%  per  cent,  gold,  and  $65,000  Cincinnati,  Richmon  1  &  Chicago 
matured  second  mortgage  bonds  and  $797,315  of  4  and  5  per  cent,  car  trusts  are 
also  outstanding. 


Miles  operated  (system  proper) 

Gross  earnings 

Operating  expenses 

Net  earnings. 

Per  centage  of  operating  expenses  to  earnings 

INCOME  ACCOUNT. 

Receipts — 

Net  earnings,  including  other  Income 

Net  earnings  of  L.  Miami  and  5/7  profits  of  St.  Louis, 

Yandalia  &  Terre  Haute 

Total 

Disbursements — 

Interest  on  bonds 

Rentals  paid 

Car  trusts  (including  interest) 

Interest  on  L.  Miami  securities  transferred 

Dividends  on  preferred 

Miscellaneous 

Total 

Balance,  surplus 

Total  earnings  of  the  Pittsburg,  Cincinnati,  Chicago 
and  St.  Louis  Railway  Company  on  lines  operated 
directly  by  it 

Expenses 

Leaving  net  earnings 

From  this  deduct — 

Rentals,  interest,  and  liabilities  of  all  kinds  charge- 
able thereto 

Net  profit  on  Pittsburg,  Cincinnati,  Chicago  and 
St.  Louis  Railway  Company's  lines 


1891. 
1.142- 

$ 
14,895,591 
10,939.808 


3.955,783 
72-13 


3,961.946 
367.171 


1890. 

1,144 

$ 

15,452.932 

11.465,489 


4,329,11/ 

2.358,025 

802,053 

144,826 

97.444 

(3)669,574 

7.736 


4,061 6?8 
267,459 


3.987,443 
74  20 


3,991,889 
387.185 


4.379.074 

2.564.390 

833.655 

155.412 

79,444 

71,199 


3,704,1C0 
674,974 


1891. 


1890. 


18,092.338.48   17,578629.8 
13.45 '  ,736 .  89  13,003  955 .  17 

4  640.601 . 59  4,574,674.67 


4,a21,944  08   3,683.991  79 


618.657.51      890.682.88 


GRAND  RAPIDS  &.  INDIANA  RR. 

This  line  connects  the  Pennsylvania  system  with  Muskegon  on  Lake  Michigan, 
and  with  Mackinaw,  Mich.,  a  town  connected  by  ferry  with  the  "Soo"line.  The 
company  owns  from  Fort  Wayne,  Ind.,  to  Mackinaw  City,  367  miles;  Manistee 
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Branch,  25;  other  branches,  40  miles;  total  owned,  432  miles;  leases  and  operates 
Cincinnati,  Richmond  &  Fort  Wayne  RR.,  86  miles;  Traverse  City  RR.,  26  miles; 
Muskegon,  Grand  Rapids  &  Indiana  RR.,  37  miles;  total,  581  miles. 

The  Grand  Rapids  &  Indiana  Railroad  is  operated  in  the  interest  of  the  Penn- 
sylvania Railroad  Company,  which  holds  the  right  to  vote  a  majority  of  the  stock, 
until  July  1,  1941.  Of  the  original  $5375,000  1st  mortgage  7  per  cents.  $3,934,000 
were  guaranteed  by  that  company  and  $4,439,000  were  land  grant  bonds.  The 
capital  stock  is  $4,986,000  on  which  no  dividend  is  earned.  The  bonded  debt 
amounts  to  $15,300,000,  mostly  bearing  5  and  6  per  cent,  interest,  but  partly  4>^. 
the  company  having  recently  agreed  to  extend  all  its  7  per  cent,  first  mortgage 
bonds  at  4J^  per  cent,  for  fifty  years  from  July  1.  The  extended  bonds  are 
endorsed  with  the  guaranty  of  the  Pennsylvania  Railroad  Company  to  purchase 
the  coupons  as  they  mature,  and  the  bond  itself  at  maturity,  if  not  paid  by  the 
Grand  Rapids  company.    The  extended  bonds  will  have  no  lien  on  the  land  grant. 

The  company  has  a  land  grant,  and  sold  in  1891  21,422  acres  for  $191,094.  and 

certain  timber   rights  for  $161,500.    The  lands  unsold  on  January  1,  1892,  were 

08.422  acres.  The  assets  comprise  $1,^9.771  bills  receivable,  etc.,  and  $779,799  cash. 

The  reports  for  the  past  four  years  show  lesults  as  follows: — 


Miles  operated 

Gross  income 

Net  over  expenses  &  taxes... 

Interest  on  bonds 

„       on  floating  debt 

Rentals  and  miscellaneous 

Total 

Balance 


1891. 

1890. 

1889. 

1888. 

432 

428 

408 

409 

$ 

$ 

$ 

$ 

2,400,414 

2,602,415 

2.291,166 

2,232.788 

694,788 

859,382 

766.714 

704.191 

751,929 

739.700 

737,425 

719,428 

52.186 

58,630 

54.553 

47,433 

208,431 

30,760 

3.168 

17,138 

1,012,546 

129.090 

795,146 

784,009 

df  317,758 

sur.  30,292 

def.  28,433 

def.  79,817 

CHAPTER  XVII. 

THE    BALTIMORE  AND    OHIO    SYSTEM. 

Tliere  are  many  railways  in  the  United  States  which 
are  either  too  small  or  lack  the  necessary  connections  with 
important  points  to  become  factors  in  through  traffic,  and 
it  has  become  customary  for  roads  so  situated  to  enter 
into  close  traffic  agreements  with  other  railroads,  and  to 
fomi  "  lines."  These  agreements  are  made  both  for  freight  and 
passenger  business.  Recently  a  "  freight  line  "  (the  Cumber- 
land Gap  Express)  was  established  between  New  York  and 
Texas,  which  availed  itself  of  steamers  to  Norfolk  and  of 
the  Norfolk  and  Western,  Louisville  and  Nashville,  and 
several  other  railways  which,  but  for  a  similar  an^angement, 
could  scarcely  have  had  a  share  in  the  traffic  between  Texas 
and  the  East.  Of  a  passenger  "line,"  the  compact  be- 
tween the  Chicago  and  Northwestern,  Union  Pacific,  and 
Central  Pacific  forms  a  very  good  example.  These  three 
railways  have  well-nigh  monopolised  passenger  traffic  be- 
tween Chicago  and  San  Francisco  because,  on  the  strength 
of  an  agreement,  through  trains  are  run  from  Lake  Michigan 
to  the  Golden  Gate.  The  advantages  of  a  similar  arrange- 
ment are  obvious.  A  small  railway,  by  becoming  part  of 
a  "  line,"  becomes  part  of  a  through  route  and  receives 
through  freight  and  may  gain  access  to  important  points 
resulting  in  a  considerable  increase  of  its  traffic. 

By  arranging  for  a  through  line  with  the  Reading  and 
Jersey  Central  systems  the  Baltimore  and  Ohio  obtained  an 
entrance   into  Jersey  City,  as  a  result  of  which  it  receives 
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a  large  share  of  the  traffic  between  the  West  and  New  York, 
and  especially  between  Washington,  Baltimore,  Philadelphia, 
and  the  Eastern  metropolis.  Before  through  trains  were  run 
between  these  four  important  points,  the  change  of  cars 
which  was  necessary  caused  tne  Pennsylvania  RR.  to  mo- 
nopolise through  traffic  along  this  busy  route,  and  even 
freight  traffic  along  that  which  now  is  the  "Royal  Blue  Line'' 
was  impeded.  The  close  compact  between  the  B.  &  0.  and 
the  Reading,  however,  changed  matters,  and,  by  giving  the 
former  terminal  accommodations  on  the  Hudson  River,  this 
connection  has  done  much  towards  the  improvement  of  the 
business  of  the  B.  and  0.  Yet  Baltimore  remains  its  prin- 
cipal eastern  terminus,  where  the  cars  meet  the  vessels,  and 
where  the  contents  of  the  trains  are  stored  in  huge  elevators 
at  Canton  and  Locust  Point  and  the  Basin,  all  near  the 
mouth  of  the  Patapsco  River,  on  Chesapeake  Bay.  Balti- 
more offers  great  facilities  for  navigation,  and  various  Unes 
of  steamers  run  to  the  leading  ports  of  Europe,  while  there 
is  a  considerable  coasting  trade.  The  city  is  no  gi'eat  manu- 
facturing centre,  but  it  has  an  extensive  trade  in  groceries, 
tobacco,  hardware  and  dry  goods  with  the  South  and  West, 
which  brings  a  great  amount  of  prosperity  to  a  population 
numbering  about  470,000. 

It  was  this  trade  which  created  the  Baltimore  and  Ohio 
Raih'oad.  American  towns  are  very  jealous  of  each  other, 
and  this  feature,  although  it  frequently  manifests  itself  in 
numerous  ludicrous  and  childish  outbursts  of  local  patriotism, 
has  among  its  various  good  results  this,  that  it  causes  con- 
stant improvements.  The  supremacy  as  a  trade  centre  was 
long  contested  between  Philadelphia  and  New  York,  and 
Baltimore  vigorously  competed  with  these  two  cities.  In 
1825  the  Erie  Canal  was  opened  with  great  pomp,  and  from 
the  day  on  which  the  first  barge  went  from  Lake  Erie  to 
New  York,  and  a  barrel  of  lake  water  was  emptied  into 
the  Atlantic;  the  struggle  was  decided  in  favour  of  New  York, 
wliich   at   once   began   to  get  the  lion's  share  of  the  trade 
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with  the  West.  Thus  the  denizens  of  Baltimore  saw  that 
something  ought  to  be  done  to  promote  the  importance-  of 
their  town  as  a  trade  centre,  and  in  February,  1827  twenty- 
three  leading  citizens  met  and  resolved  to  build  an  improved 
"  railway "  to  Wheeling  on  the  Ohio,  this  river  being  a 
key  to  the  entire  valley  of  the  Mississippi  before  the  days 
of  railways.  This  project,  originally  conceived,  it  is  said, 
by  George  Washington,  was  acted  upon  at  once  and  a 
charter  obtained,  while  from  the  outset  it  received  the  sup- 
port both  of  the  City  of  Baltimore  and  of  the  State  of 
Maryland,  although  the  pubUc  at  large  does  not  seem  to 
have  approved  of  this  aid;  at  least,  in  the  John  Hopkin's 
University  Library  of  Baltimore  one  finds  numerous  proofs 
of  the  pubUc  disapproval  of  this  first  instance  of  State-aid 
in  railroad  building  which  has  set  a  precedent  for  all  later 
cases.  The  public  at  large  was  against  financial  support  and 
against  all  powers  which  now-a-days  are  granted  to  railways 
as  a  matter  of  course.  '^  Why,  sir,''  exclaimed  the  Speaker 
of  the  Maryland  State  Congress  when  he  listened  to  the 
demands  of  the  company's  attorney,  "  you  are  asking  for 
more  than  the  Lord's  Prayer."  "  That  may  be,  your  Honour, 
but  I  ask  for  nothmg  which  is  not  necessary  for  progress 
and  prosperity  in  the  State  and  the  city,"  replied  the  lawyer; 
whereupon  his  Honour  said,  "  Go  on,  then,  in  God's  name." 
The  railroad  company  was  endowed  with  almost  arbitrary 
powers,  and  construction  begun  at  once.  The  road  consisted 
of  iron-plated  wooden  rails,  along  which  tramcars  "  ran  at 
the  marvellous  speed  of  nine  miles  an  hour."  Soon  after 
its  inauguration  sails  were  tried,  but  as  no  control  of  the 
elements  could  be  obtained,  this  means  of  locomotion  was 
speedily  abolished.  I  was  introduced  to  an  old  gentleman 
who  witnessed  the  trial  trip  of  these  sailing  cars,  and  could 
give  many  details  relating  to  them.  The  Russian  Ambassador, 
who  at  the  time  travelled  on  one  of  these  conveyances,  was 
so  highly  pleased  that  he  ordered  every  member  of  the 
Embassy  to  have  a  ride  on  them,  and  Muscovite  enthusiasm 
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rose  to  such  a  climax  that  the  sailroads  were  introduced  in 
the  Northern  Empire.  In  Baltimore,  however,  they  were 
abolished,  and  soon  after  people  rode  by  steam  from  Liver- 
pool to  Manchester  locomotive  engines  were  ordered  from 
England.  But  these  engines  played  havoc  with  the  iron- 
plated  wooden  rails,  and  in  consequence  a  road  with  sleepers, 
and  101b.  rails  (the  present  ones  are  60-80lbs.)  was  built. 
The  first  train  dashed  along  at  the  rate  of  10  miles  an  hom\ 
and  the  Baltimore  American  in  1835  published  one  of  its 
heaviest  "  leaders,"  eulogising  this  achievement  of  human 
genius,  and  saying,  "  We  doubt  not  that  before  long  this 
unprecedented  rate  of  speed  will  be  raised  to  18  and  even 
20  miles  an  hour,  and  that  the  journey  to  the  Ohio  will 
be  performed  some  day  in  twenty-four  hours."  At  present 
one  may  breakfast  in  the  "  Monumental  City "  and  enjoy 
his  dinner  while  seated  at  a  window  overlooking  the 
Ohio  River. 

In  these  early  days  of  railroading,  and  among  events 
chronicled  in  language  which  must  seem  rather  grotesque 
to  fi7i  de  siecle  people,  the  Baltimore  and  Ohio  was  built. 
It  was  not  intended  to  compete  with  the  Erie  Canal,  con- 
necting, as  it  did,  with  quite  a  different  region.  The  canal 
communicated  with  the  Lakes,  but  the  railway  connected 
the  East  with  the  South- West,  and  the  vast  and  fertile 
country  intersected  by  the  numerous  navigable  tributaries 
of  the  "  Father  of  Streams."  There  can  be  no  doubt  as  to 
which  of  the  two,  the  canal  or  the  railway,  was  the  most 
important  and  gave  the  greatest  promise  to  the  State  which 
projected  it:  but  for  the  subsequent  extensive  introduction 
of  railways  with  steam  traction  the  B.  and  0.  might  have 
made  Baltimore  the  leading  city  of  the  States,  because  the 
grand  system  of  rivers,  unequalled  by  any  other,  would  have 
poured  all  its  freight  into  Baltimore  along  the  great  artificial 
highway  created  by  patriotic  Marylanders.  As  the  result  of 
the  rapid  growth  of  the  railroad  system,  and  the  rise  of 
Chicago,   however,    the   B.    and  0.  became  but  one  of  the 


272  THE  BALTIMORE  AND  OHIO  SYSTEM.  part  iv. 


many  great  highways  of  trade  Unking  the  East  to  the  West, 
and  its  Ohio  connection  lost  much  of  its  value.  It  could 
no  longer  subsist  on  mere  Ohio  river  traffic,  but  like  the 
other  trunk  lines  went  far  beyond  its  original  scope,  and 
progressing  in  the  same  degree  as  cultivation  of  the  fertile 
soil  of  the  Central  States  and  the  commercial  importance  of 
the  West  advanced  it  gradually  penetrated  into  tha  traffic 
centres  of  the  West,  at  the  same  time  extending  towards 
the  South.  To-day  the  Baltimore  and  Ohio  lines  connect 
Baltimore  and  Washington  with  Philadelphia,  New  York, 
Pittsburg,  Cleveland,  Chicago,  Columbus,  Cincinnati,  St.  Louis, 
and  Ijexington  in  Virginia. 

The  following  is  a  summary  of  the  lines  now  constituting 
the  Baltimore  and  Ohio  system: — 

Main  stem  and  branches 733-8  miles 

Philadelphia  division 124*5  „ 

Pittsburg  division 337*8  „ 

New  York  division 5*5  „ 

Trans-Ohio  system 724*0  „ 

Baltimore  &  Ohio  Southwestern  RR 287*0  „ 

Pittsburg  &  Western  RR 398-0  „ 

Ohio  &  Mississippi  RR 636*0  „ 

Total  system 3,346-6     „ 

Of  these  parts  the  main  stem  and  branches  as  well  as  the 
Philadelphia,  Pittsburg,  New  York  and  Trans-Ohio  divisions 
are  directly  operated  by  the  B.  &  0.,  although  not  entirely 
owned.  The  B.  &  0.  Southwestern  and  Pittsburg  &  Western 
are  controUed  through  ownership  of  stock;  the  Ohio  and 
Mississippi  was  obtained  control  of  in  the  latter  part  of  1891. 

The  Reading,  along  which  the  „Royal  Blue  Line''  conducts 
its  traffic,  runs  almost  by  the  side  of  the  Pennsylvania,  and 
therefore  connects  Jersey  City,  Newark  and  Trenton,  with 
Philadelphia.  The  Reading  track,  on  which  the  American 
record   of  railway   speed   was  made,  is  undoubtedly  one  of 
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the  finest  pieces  of  roadbed  in  the  country,  and  the  Balti- 
more main  hnes,  which  begin  at  a  very  pretty  new  station 
in  Philadelphia,  situated  on  Chestnut  street  and  the  Schuyl- 
kill river,  are  in  very  good  condition  too,  while  the  line,  owing 
to  its  intimate  relations  with  the  Baltimore  Belt  BJR,.,  has 
superior  accommodations  in  Baltimore,  although  the  expansion 
of  business  has  rendered  an  immediate  increase  of  terminal 
facilities  in  that  city  most  desirable,  if  not  highly  necessary. 

After  leaving  Baltimore  the  railroad  runs  in  a  southwestern 
direction  towards  the  national  capital,  a  distance  of  40 
miles;  about  midway  a  line  branches  off  to  AnnapoUs,  the 
old  State  capital,  and  soon  after  we  have  passed  this  junction 
the  beautiful  white  marble  dome  of  the  Capitol  and  the 
slender  Washington  Column  become  visible  above  the  trees. 
The  track,  which  has  traversed  a  bluff  country,  passes  into 
a  tunnel,  and  soon  after  emerging  enters  the  magnificent 
station  at  the  corner  of  New  Jersey  avenue  and  C.  street, 
N.W.,  one  block  from  Capitol  Hill.  This  station  occupies 
a  splendid  site,  but  not  more  favourable  than  the  Pennsyl- 
vania RR.  terminus  hard  by  on  Pennsylvania  avenue.  In 
Baltimore  the  B.  &  0.  has  got  the  best  of  its  great  com- 
petitor ;  having  great  influence  with  the  Maryland  Legislature 
it  could  repay  its  powerful  rival  for  some  of  the  obstructions 
by  means  of  which  it  was  so  long  kept  out  of  Philadelphia,  and 
for  the  efforts  to  prevent  its  coalition  with  the  Reading.  But 
Washington  being  situated  in  the  small  District  of  Columbia, 
wliich  is  ruled  by  a  Committee  of  Congress,  the  Pennsylvania 
and  Baltimore  roads  got  equal  acconunodation  there. 

The  American  national  capital  is  a  beautiful  town,  and 
some  travellers  do  not  hesitate  to  pronounce  it  the  most 
magnificent  city  in  the  Western  hemisphere.  Scores  of  mil- 
hons  of  dollars  have  been  expended  upon  grand  edifices, 
monuments,  and  improvements ;  and  its  Capitol,  that  glorious 
Republican  palace,  is  a  building  equalled  by  no  other  modern 
structure.  The  Post  Office,  Patent  Office,  Treasurj^,  Govern- 
ment buildings,  parks,  and  museums,  offer  no  end  of  archi- 
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tectural  and  historical  attractions,  while  near  by,  in  Mount 
Vernon,  the  greatest  of  all  Americans  lived  and  was  buried- 
Hence  myiiads  of  visitors  annually  flock  hither,  and  as  all 
B.  and  0.  through  trains  between  East  and  West  run  via 
Washington,  numerous  people  prefer  this  route,  although  it 
makes  a  detour,  and  in  spite  of  its  through  passenger  service 
being  not  quite  as  excellent  as  that  of  the  Pennsylvania  and 
New  York  Central  raih*oads. 

From  the  national  capital  the  road,  as  it  mounts  the  Alle- 
ghanies,  follows  the  Potomac  river  for  many  miles  and  traverser 
these  ridgy  mountains  in  their  most  beautiful  parts,  a  fact  which 
has  given  this  Une  the  name  of  "  picturesque  B.  and  0." 
The  main  line  runs  to  Cumberland,  where  it  forks  off  in  two 
branches  which  unite  again  in  Wheeling  on  the  Ohio.  The 
northern  line  runs  to  Pittsburg,  the  mining  region  south- 
east of  it,  and  Johnstown,  Pa ;  the  southern  is  part  of  the 
main  and  original  road  to  Wheeling.  It  passes  Grafton, 
whence  it  sends  another  line  to  the  Ohio,  terminating  at 
Parkersburg  and  meeting  the  Baltimore  and  Ohio  South- 
western, the  connection  with  Cincinnati,  which  joins  the 
Ohio  and  Mississippi  Railroad,  a  railway  recently  re-conquered 
by  the  B.  and  0.  and  forming  a  direct  connection  for  St. 
Louis.  The  main  Une  crosses  the  Ohio  at  Wheeling  and 
runs  to  Newark  (0.)  bends  north  to  Chicago  Junction  (0.) 
and  then  turns  west  to  Chicago.  At  Newark  a  branch  to 
Columbus  (0.)  leaves  the  main  line,  and  from  Columbus  the 
Cincinnati  &  Columbus  Midland  RR.,  leased  by  the  B.  and 
0.,  runs  to  Cincinnati,  so  that  the  line  practically  has  two 
routes  to  that  city,  one  via  Cumberland,  Wheeling,  Newark 
and  Columbus,  the  other  via  Cumberland  and  Parkersburg. 
Apart  from  these  main  hues  there  are  three  Lake  Erie 
connections,  the  most  important  of  these  being  the  Valley 
Route  to  Cleveland,  which  gives  a  good  mineral  traffic  to 
and  lake  freights  from  that  thri\dng  city;  the  other  consist- 
ing of  a  small  line  from  Chicago  Junction  to  Sandusky^ 
which   connects  with  a  line  of  steamers  to  Duluth  and  the 
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Northwest,  partly  controlled  by  the  B.  and  0.  A  third 
Lake  Erie  point,  Fairport,  is  reached  by  the  Pittsburg  and 
Western,  the  control  of  which  was  acquired  in  February, 
1891,  when  the  B.  and  0,  bought  $6,000,000  of  its  common 
stock,  and  paid  for  it  with  its  own  shares.  This  Pittsburg 
and  Western  is  of  great  importance  to  the  B.  and  0.  because 
it  gives  access  to  the  oil  country  and  because  it  may  in  due 
course  connect  with  Buffalo,  from  which  its  Mt.  Jewett  branch, 
a  narrow  gauge  line,  is  but  90  miles  distant  now.  The  new 
acquisition  is,  however,  principally  valuable  because  it  gives  a 
connection  between  Pittsburg  and  Chicago  Junction,  whereby 
a  shortened  route  from  the  East  to  Chicago  is  obtained,  so 
that  through  trains  need  no  longer  run  via  WheeUng  and 
Newark,  but  go  by  way  of  Pittsburg,  thus  shortening  the 
route  by  30  miles  and  at  the  same  time  embracing  more 
important  points.  Apart  from  these  hues  the  B.  and  0.  has 
its  own  road  to  Lexington,  Va.,  which  runs  parallel  with 
the  Shenandoah  Valley  line  of  the  Norfolk  and  Western, 
but  has  no  special  Southern  connections. 

From  this  summary  the  reader  has  no  doubt  inferred  that 
the  B.  and  0.  secures  a  large  proportion  of  Western  traffic. 
In  Chicago,  where  since  the  summer  of  1891  it  has  shared 
the  splendid  "depot"  of  the  Northern  Pacific  RR.,  after  having 
for  many  years  used  the  terminus  of  the  Illinois  Central, 
{q.  V.)  it  meets  the  Granger  lines,  and  its  close  connection 
with  the  Northern  Pacific  system  promotes  an  increase  of 
business  with  the  Northwest  and  the  Pacific  Slope.  In  St.  Louis 
it  meets  various  Southwestern  and  trans-Mississippi  roads. 
It  has  its  own  tracks  to  three  Lake  ports,  and  controls  a  line  of 
steamers  to  the  Northwest,  and  its  connections  with  the 
South  become  more  important  as  time  goes  on,  for  the  land 
of  the  negro  is  rapidly  being  "opened  up."  At  the  same  time 
the  branches  in  the  Alleghany  Mountains  bring  a  large 
amount  of  profitable  mineral  traffic. 

The  physical  condition  of  the  road,  although  superior  to 
that   of  the  majority  of  American  railways,  cannot  yet  be 
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described  as  perfect,  although  there  exists  little  doubt  that 
the  large  annual  appropriations  for  construction  and  better- 
ments place  it  within  measurable  distance  of  that  goal.  For 
the  past  few  years  these  outlays  have  been  very  heavy,  so  heavy, 
indeed,  that  many  shareholders,  who  had  not  seen  a  dividend 
since  1887,  complained  because  betterments  were  charged  to 
revenue  instead  of  to  capital.  To  enable  the  reader  to  judge 
of  the  justness  of  these  criticisms  I  must  refer  to  the  in- 
come accounts  for  1890  and  1889  on  p.  280,  which  show 
that  the  year  1890,  in  spite  of  lower  freight  rates,  has 
yielded  a  profit  of  $1,380,000,  or  above  $850,000  more 
than  the  preceding  year.  This  in  itself  would  have  jus- 
tified a  handsome  dividend,  and  if  we  consider  that  in 
addition,  according  to  the  report,  $1,395,0^0  have  been 
spent  on  construction  and  betterments,  there  surely  has  been 
cause  for  complaint.  It  was  argued  that  President  Mayer 
continuously  wanted  money  for  capital  expenditures,  and 
that  he  did  not  abuse  the  liberal  amount  of  discretion  which 
every  president  must  needs  have  if  he  spends  large  sums 
in  construction  and  betterments  and  charges  them  to  revenue 
instead  of  to  capital.  Undoubtedly  this  method  has  its 
advantages;  yet  the  fact  was  not  concealed  that  the  share- 
holders would  like  to  see  him  adopt  the  other  course.  The 
prospects  of  the  company  are  very  bright,  and  excellent 
earnings  likely  to  continue ;  and  therefore  it  was  said  that  a 
dividend  might  have  been  paid,  and  the  outlays  for  improve- 
ments which  would  be  required  charged  to  capital,  the  more 
because  the  company  is  in  a  sound  condition,  enjoys  good 
credit,  and  has  a  promising  future.  It  was  no  doubt 
these  representations  which  induced  President  Mayer  to 
declare  a  scrip  dividend  of  20  p.c.  in  the  autumn  of  1891 
and  to  increase  the  share  capital  to  $25,000,000,  an  operation 
which  was  facilitated  by  the  rise  in  the  price  of  shares 
consequent  upon  the  declaration  of  a  stock  dividend  and  a 
quotation  of  the  shares  in  New  York  and  London.  Tlie 
complaints,  furthermore,  seem  to  have  accellerated  the  declara- 
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tion  of  regular  cash  dividends,  wliich  were  resumed  in 
May,  1892,  when  IV4  p.c,  was  paid  for  the  quarter  ending 
December,  1891.  As  an  indication  of  the  esteem  in  which 
the  road  is  held  by  the  pubUc,  it  may  be  mentioned  that 
although  no  dividend  had  been  paid  for  three  years,  in 
the  spring  of  1890  its  stock,  which  is  mostly  held  hjbona 
fide  investors,  quoted  at  80.  The  efficiency  of  the  system  in- 
creases, its  connections  improve  and  are  gradually  expanded, 
and  its  business  becomes  more  profitable  as  time  goes  on. 
Within  the  last  few  years  it  has  acquired  control  of 
important  lines,  and  so  far  it  has  not  been  shown  that  the 
management  committed  any  errors  in  absorbing  other  roads. 
Hence,  although  last  year's  earnings  only  amounted  to 
$24,500,000,  President  Mayer  seems  to  have  taken  no  ex- 
cessively hopeful  view  when  in  his  annual  report  for  1891 
he  said  that  the  earnings  of  his  system  would  speedily 
reach  $30,000,000, 

Just  as  Yanderbilt  made  the  New  York  Central,  the  late 
Mr.  John  W.  Gannett,  in  co-operation  with  Mr.  John  Hop- 
kins, made  the  B.  and  0.,  and  the  Garrett  family  still  hold  avast 
interest,  reaching  about  $11,000,000  in  shares  and  a  formidable 
amount  in  bonds.  This  John  W.  Garrett  was  one  of  the 
foremost  railroad  men  of  the  States,  and  he  and  John  Hop- 
kins were  the  benefactors  of  Baltimore.  Hopkins  founded 
the  famous  university,  one  of  the  principal  seats  of  learning 
in  the  States,  connected  with  her  largest  and  best  equipped 
hospital,  and  endowed  with  $  8,000,000.  Garrett  did  equally 
much  for  his  city,  and  his  residence  on  Mount  Vernon  place 
is  one  of  the  finest  in  America.  After  Garretts'  death 
his  son,  Thomas,  assumed  the  presidency  of  the  road,  but 
was  soon  afterwards  killed  when  on  a  drive  with  his  mother. 
Since  them  his  sister.  Miss  E.  Garrett,  has  practically  managed 
the  vast  estate.  She  is  not  only  the  richest,  but  also  has  the 
reputation  of  being  the  shrewdest  lady  in  the  States.  That 
is  saying  a  good  deal,  but  she  proved  her  right  to  that 
title  by  managing  her  estate  so  successfully  that  within  two 
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years  its  value  rose  from  $15,000,000  to  $25,000,000.  She 
spent  millions  in  building  and  splendidly  endowing  women's 
colleges  in  her  native  city. 

The  Baltimore  and  Ohio  RR.  has  for  a  number  of 
years  distinguished  itself  by  the  considerable  excess  of  its 
earnings  over  fixed  charges,  the  small  amount  of  its  share 
capital,  its  moderate  capitalization,  and  the  large  sums  spent 
on  betterments  and  charged  to  revenue.  The  following  tables 
give  details  of  the  company's  share  capital  and  funded  debt, 
and  of  its  revenue  and  expenditure  diuring  the  past  three 
years : — 

Capital  Stock  and  Funded  Debt. 

Share  Capital: — 

S 
First  preferred  Shares  (6  p.c.  cumul.) 3,000,000 

Second       „  „  ,      2,000,000 

Common  Shares  (135,250  issued  1892) 25,000,000 

Total  share  capital. . , 30,000,000 

Funded  Debt  outstanding  (see  next  page) 73,481,764 

Total  capitalisation "103,481,764 

Capitalisation  per  mile  of  road  directly  owned 192,531 


Earnings — 
Freight . . . . 


Passengers. 


Mail 

Express 

Miscellaneous. 


Total  earnings 

Operating  Expenses — 

General  expenses 

Conducting  transportation 

Maintenance  of  equipment 

Maintenance  of  way  and  structures. 


Total  expenses. 
Net  earnings 


1890-91. 
$ 

16,813,020 

5,974,541 

493,542 

610064 

639,228 


24,530,395 

1,608,883 
9,177,001 
3,309,439 
2,982,910 


17,078,233 
7,452,162 


1889-90. 

S 

16,991,647 

5,614,251 

519,509 

554,132 

732,556 


24,412,096 

1.569,326 
8,979,089 
3,332.093 
3,086,362 


16,966,870 
7,445,2-26 


1888-89. 

$ 

14,669,446 

4,913,838 

406,021 

523,653 

790,039 


21,303.001 

1,368,449 
7,696,336 
2.990,331 
2,755,726 


14,810,844 
6,492,158 
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Funded  Debt  in  1891. 


"stecL  Blnk.  Fnnd 

To  City  of  Baltlmora... 
"Sterl.  Siuk-Fana , 


FarkflrBburg  Bi-uialt 

K.  W.  Virginia  HE. 

'Philadelphia  Brnnoh 

"Catcency  Gold  Bod fls 

"Consol  100  ¥r.  Gold. 

a<^ar  TroBt  Bonds 

iBt  Mort.  Piltab.  Si  Conn.. 

Conaol.  Bonds  la  Siaklng 
Fnnds,    intereat  payable   ', 
in  rongol.  Hortg.  Bonds    ' 
Totals 1. 


Sinking  Fnnds  for  account  of  above: 
CantiUtd  B.  ti  O. 

lands  of    MiictlU   CvmoVi'id 

""%  '"»'''■        ^  It' 

Loan  of  1870.-  i\72f»  1,7853M  960,000 
Loan  or  1872..  37S.488  2,429500  ]J«2,000 
oflB74..       45.499       859504    1,52J,000 

Loan  of  1877..      685,016    

Pitta.   &  Con'- 
Tille  eon.  loan 

Of'75 80,344      388,700     

Totals 1,558552    5,560,903    a'SejlOO 

Ket  Bonded  indebtedness,  entire  system 

Casb  received  for  Uain  Line  Sinking  Funds . . 
easb  ontlay  for  Intere.qt  fin  Fundedl 


579,500 
1,709500 
i872,000 


8348,^ 

m.mm 

3,728,000 


10  Jan.  &  Jul. 

K)  Mar.  &  Sep. 
6aO,SO0;May  &  Nov. 
387.200 ;  June  &DBO.  ' 
180,000  Apr.  ft  Oct  ' 
8,400  Jan.  &  Jul.  \ 
522.720  Apr,  &  Oct.  i 
500OTo[l"eb.  H  Ang. 
5(6,00 


70312!  Jan 


a  Jul. 


10,873.460 
73,481,764 


for  year  ended  Sept.  ao,  1«91... 


,     312,149 
.  4,049,255 


280 


THE  BALTIMORE  AND  OHIO  SYSTEM. 


PART.    IT. 


The  interest  on  the  securities  in  the  Sinking  Funds  of  Loans  of  1870,  187^ 
and  1874,  amounting  to  $312,149.96,  is  turned  into  the  Company's  treasury  for 
general  purposes,  and  is  treated  as  a  miscellaneous  receipt.  The  interest  6n 
the  loans  has  to  be  paid  in  full,  and  is  therefore  so  charged. 

For  the  increments  on  securities  in  Sinking  Funds  of  Loans  of  1870,  1872 
and  1874  and  the  annual  appropriations,  B.  &  0.  Consolidated  Mortgage  Bonds 
are  issued  as  provided  for  in  the  $29,600,000  Mortgage  of  19th  December,  1887. 

The  Company  has  not  up  to  the  present  time  had  its  stock  registered,  a* 
transfer    thereof  were  made  only  at  the  office  of  its  Treasurer  in  Baltimore. 

The  large  t increase  in  the  tonnage  moved  on  the  entire  system  in  shown  by 
the  following  statement.  The  service  performed  in  the  past  fiscal  year  has  been 
the  largest  in  the  history  of  the  Company. 


Tons  carried  in  1884 8,629,048 

1885 8,422,936 

„        1886 9,807,686 

1887 10,572,893 


Tons  carried  in  1888 11,195,940 

„         „        1889 12,161,380 

1890 13,988,176 

1891 14,858,972 


The  table  on  p.  278  shows  earnings  and  expenses  for  the 
last  three  fiscal  years. 

The  income  accounts  for  three  years  compare  as  follows : — 


INCOME  ACCOUNT. 

1890-91. 
JRevenue — 

Net  earnings  from  operations 7,452.161 

Income  from  other  sources 1,259877 


Total 

Net  earnings  Washington  branch 

Available  revenue 

hxpenditure — 
Interest  on  bonds,  rentals,  taxes  and  other 

charges  for  the  year 

Dividend  on  1st  and  2nd  pref.  sto^k,  6  per  cent. 

Total 

Surplus 

From  which  payments  have  been  made  to  retire 
bonded  indebtedness,  viz.: 

Principal  car  trust  bonds 

Payment  to  City  of  Baltimore  for  the 
purchase  of  its  interest  in  the  Pitts- 
burg &  Connellsville  RR 

Cash  appropriations  to  sinking  funds.  .  . 
Somer.  &  Cambr.  RR.  traffic  bonds 


Leaving  a  balance  of. 


8,712,039 
190.767 


8,521,272 


6,429,098 
300,000 


6,729,098 
1,792.174 


350,000 


40,000 
58,058 
23,500 


471,558 


1,320,616 


1889-90. 

$ 
7,445,226 
1,509,837 

8,955,063 
376,172 

8,578,891 


6,417,599 
300,000 

6,717,599 
1,861,292 


350,000 


40,000 
58.058 
33,000 

481,058 

1,380,234 


1888-89. 

S 
6,492,157 
1,265,861 


7.758,018 
357,651 


7,400,367 


6,208,562 
300,000 


6,508,562 
891,805 


250,000 


40,000 
56,987 
25,500 


372,487 


519,318 
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The  Assets  and  Liabilities  as  at  Nov,  30th,  1891,  are  as  follows: — 


i  Assets. 

I  Cost  of  construction,  including  bridges  over  the  Oiiio  River  $ 

I      at  Benwood  and  Parkersburg,  W.  Va 39,821,519.  ?5 

,  Cost  of  other  roads  owned  by  the  B.  &  0.  RR.  Co 8,677,740.39 

I  Advances  for  construction  and  permanent  improvements  on 

lines  leased  and  operated 3,427,551.58 

Equipment  belonging  to  B.  &  0.  BB.  Co.  .     .    $13,416,703.36 
'  Equipment  for  which  B.  &  0.  BB.  Co.  issued 

its  bonds 2,500,000-.00 

Equipment  car  trust  payments 402,598.44 

I  Equipment  betterments  to  trust  equipments..  44,297.35 

16363,599.15 

,  Real  estate 4,710.698.11 

I  Bonds  and  stocks  held  by  Trustees  as  security  for  bonded  debt        31,060,186.52 

Sinking  funds $10,556,800  00 

!  Uninvested  increment  and  appropriations  .    .  169,245.00 

j  10,725,325  00 

1  Bonds  and  stocks  of  other  corporations 11,160,572  89 

I  Due  from  other  railroads  in  general  account.     $1,691,160. 87 
I  Traffic  balances  due  from  connecting  lines.     .  560,715.99 

Bills  and  accounts  receivable 1,276,275  04 

3,528,151.90 

'  Supplies,  fuel,  etc 1,325,782.15 

'  Due  from  agents,  current  freight  and  passenger 

balances 1,756,979.08 

Cash  in  hands  of  officers  and  agents  ....  41,034.15 

I  Cash  in  hands  of  foreign  and  domestic  agents 

I        to  pay  coupons 175,333.81 

, Cash  in  hands  of  Treasurer 636,525.16 

i  2,609,872  20 


Total  assets 133,411,999.24 

Liabilities. 

Capital  stock,  1st  preferred $3,000,000.00 

Capital  stock,  2nd  preferred 2,000,000. 00 


5.000,000  00 
14,792.566.00 


Capital  stock,  common $14,784,600  00 

Capital  stock,  scrip 7,966.00 

Ground  rent  liens $689,04233 

Bonded  debt  secured  by  mortgage  on  main  line       25,442,000. 00 
Bonded  debt  secured   by  mortgage  lien  and 

collateral  25,881,000  00 

Bonded  debt  secured  by  collateral 22.244,000  00 

74  256,042 .  33 

Bonds  assumed  by  B.  &  0.  RR.  Co '680,000.00 

Due  to  sinking  fund 169,245  00 

Accrued  interest   on   funded  debt  and  loans 

to  November  30,  1891 $1,092  214.16 

Accrued  rentals  to  November  30,  1891     .    .    .  186,660  43 

Accrued  taxes  to  November  30,  1891  ....  316,.584.35 


1.595,458.94 
Due  to  the  Baltimore  &  Ohio  employes*  relief  department  .  267,890. 61 

Washington  Branch  Railroad 876,980.43 

Due  to  other  railroads  on  general 'account    .        $529,628.83 
Traffic  balances  due  to  connecting  lines    .    .  476,7^. 28 

1,006,371.11 

Special  loans  and  bills  payable 3,472,144.16 

Pay-rolls  for  November,  1891 $949,209  65 

Accounts  payable,  vouchers 2,313,680  91 

Individuals  and  companies 671,454.49 

3.934,345.05 

Dividends  and  coupon  interest  uncalled  for  >  ^n  co7  c:9 

Unclaimed  wages  and  wages  attached  > /u,oz/.o^ 


Total  liabilities 106,121.571.15 


Excess  of  assets  over  liabilities 27,289,428. 09 
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Only  791  miles  of  railroad  (out  of  3347  now  operated) 
are  directly  owned  by  the  company,  the  rest  having  relations 
to  the  B.  &  0.  similar  to  those  existing  between  thePenn- 
sj^lvania  RR.  Company  and  its  auxiliary  corporations;  the 
whole  is  operated  as  one  homogeneous  system,  although  owing 
to  the  varied  nature  of  the  arrangements  with  the  component 
parts  and  of  their  relations  to  the  Baltimore  and  Ohio  separate 
accounts  are  kept  in  several  instances,  in  addition  to  the 
general  statistics  which  pertain  to  the  entire  system.  Several 
of  the  principal  corporations  now  merged  into  the  B.  &  0. 
are  entu*ely  owned,  and  some  controlled  through  ownership  of 
stock;  others  again  are  managed  under  a  guarantee  of  funded 
debt  or  interest  thereon  (or  both),  and  a  few  have  considerable 
debts  to  the  company,  either  for  advances  made  for  better- 
ments or  because  the  guarantee  of  bonds  or  interest  was 
to  be  carried  out  by  the  B.  &  0.  The  greatest  number 
of  lines,  however,  are  leased  against  certain  terms,  in  some 
instances  coupled  with  a  guarantee  of  interest.  In  a  measure 
the  annual  report  affords  a  clue  to  the  relations  with  subsidiary 
roads.  For  example,  the  balance  sheet  shows  advances  for 
construction  and  improvements  amounting  to  $3,427,551, 
the  cost  of  other  roads  owned  by  the  company  being  computed 
at  $8,677,740,  and  $11,160,572  being  owned  in  shares  and 
bonds  of  other  corporations,  etc.  The  company  has  guaranteed 
principal  and  interest  of  a  little  over  $28,500,000,  specified 
below,  and  interest  alone  on  $7,400,000.  The  "Income  account'' 
in  the  annual  report  gives  no  details  with  regard  to  the 
exact  amount,  but  I  am  informed  that  the  rentals  paid  directly 
remain  a  little  below  $1,000,000. 
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The  following  shows  length,  terminals,  and  relation  to  the 
Baltimore  and  Ohio  of  all  subsidiary  railways  forming  part  of 
the  system. 


Name  of  Road. 

Length 
Miles. 

Runs  from 

To 

Controlled  through 

d.  B.  &  0.  and  Chicago 

271 

Chicago   Junct. 

Chicago . 

Ownership. 

d.  B.  & 0.  Southwestern 

281 

Belpre. 

Cincinnati. 

Ownership  of  stock. 

b.  Bait,  and  Philad . . . 

54 

Md.  State  Line. 

Chester  Branch. 

Agreement. 

a.  Berkeley      Springs 

Phila  &  Read. 

and  Potomac 

6 

Hancock. 

Berkeley 

Springs 

Ownership  of  stock 

r    B prlin 

8 

Berlin,  Pa. 

fl-arrfttflft    Pa. 

d.  Central  Ohio 

137 

Belaire. 

Columbus,  0. 

Lease. 

d.  Columb.&  Cine.  Midi. 

70 

Columbus. 

Midland  Cy. 

f) 

c.  Confluence&Oakland 

20 

Confluence,  Pa. 

Young    Manor, 

n 

a.  Fairmount,  Morgan- 

Md. 

town  &  Pittsb... 

25 

Fairmount. 

Morgantown. 

Ownership  of  stock. 

d.  Newark,  Somerset  & 

Straits 

47 

Newark,  0. 

ShaxirtiPP    O 

Lease  ti  Sandusky, 
Mansfield  &  New- 

KJ VA  CwX  UO  ••••••••••• 

^uci>wuv7v,    v/« 

ark  R.R. 

e.  0.  &  B.  Short  Line 

8 

O.&B.S.L.Junc. 

Trotters. 

Ownership. 

Ohio  and  Mississippi 

635 

Cincinnati. 

East  St.  Louis, 
etc. 

Controlled;  see  un- 
der 0.  &  M. 

a.  Parkersburg  Branch 

137 

Grafton. 

Parkersburg 

Leased. 

c  .Pittsb. [&  Conn ll.vl.. 

152 

Pittsburg. 

Cumberland,Md- 

etc. 
Akron  and  Fair- 

T) 

d.  Pittsb.  &  Western. 

398 

w 

Ownership  of  stock. 

port. 

c.  Salisbury  Railroad. 

3 

Main  Line. 

Mines. 

n                 n 

d.  Sandusky,  Mansfield 

&  Newark 

116 

Newark,  0. 

Sandusky,  0. 

Leased. 

c.  Somerset  &  Cambria 

45 

Rockwood. 

Johnstown,  Pa. 

Controlled. 

a.  South  Branch 

16 

Green  Spring 

Romney,  W.  Va. 

Owned. 

a.  Strassb.  <kHarrisonb. 

49 

Strassburg. 

Harrisonburg. 

Leased. 

a.  Washington  BraDch. 

31 

B.  *  0.  Line. 

Washingt.D.g. 

Ownership  of  stock 

a.            n           City... 

13 

Alexandria  Jc. 

»» 

Leased. 

a.            „           County 

24 

W  everton. 

Hagerstown. 

« 

d.  West     Virginia     & 

Pittsburg 

41 

Clarksburg. 

Weston,  W.  Va. 

<• 

c.  Wheeling,  Pittsb.  & 

66 

Glenwood,  Pa. 

Wheeling,    W. 

Ownership. 

Baltimore 

Va. 

a.  Winchester  &  Ptmc. 

32 

Winchester. 

Harper's  Ferry. 

Leased. 

a.  Winchester  &  Strasb* 

21 

n 

Strassburg. 

n 

a.  =  Part  of  main  stem  and  branches.    6.  =  Part  of  Philadelphia  division,  c.  = 
Part  of  Pittsburg  division,  d.  =  Part  of  trans-Ohio  system. 


284  THE  BALTIMORE  AND  OHIO  SYSTEM.  part  iv. 

The  following  statements  show  the  guarantees  assumed  by 
the  company,  and  give  some  details  pertaining  to  the  roads 
controlled. 

The  Bonds  for  which  th's  Company  is  guarantor  are  as  follow: — 

First  Mortgage  4i  per  cent,  bonds  of  the  Baltimore  and  Ohio  South-  $ 

western  Railroad  company 10,667,000 

First  Mortgage  5  per  cent,  bonds  of  the  Schuylkill  River  East  Side 

Railroad  Company 4,500,000 

Second  Mortgage  5  per  cent,  bonds  of  the  Staten  Island  Rapid  Transit 

Railroad  Company i 2,500,000 

First  Mortgage  6   per  cent,  bonds  of  the  Valley  Railroad  Company 

of  Virginia  (held  in  sinking  funds) 326,000 

First  Mortgage  6  per  cent,  bonds   of  the  Winchester  and  Potomac 

Railroad  Company -    .    .    .    .  147,250 

The  annual  interest  on  these  bonds  isS8,835,  and  is  paid  out  of  the 
rental. 
Consolidated  Mortgage  6  per  cent,  sterling  bonds  of  Pittsburg  and 

Connellville  Railroad  Company  (£1.373,600) 6,648,224 

First   Mortgage  5  per  cent,   bonds  of  the  Baltimore  and  New  York 

Railway  Company 350,000 

First  Mortgage  5  per  cent,  bonds  of  the  Monongahela  River  Railroad 

Company 700,000 

Columbus  and  Cincinnati  Midland. — 

First  Mortgage  4^  per  per  cent,  bonds  of  the  Columbus  and  Cincinnati 
Midland  Railroad  Company,  amounting  to    ..........    .       2,000,CCO 

have  been  guaranteed  by  the  Central  Ohio  Railroad  Company  as  reor- 
ganised, and  the  Baltimore  and  Ohio  Railroad  Company  has  covenanted 
that  the  C.  0.  RR.  Co.  will  comply  with  its  guarantee. 
4}^  per  cent,  debenture  bonds  of  the  Columbus  and  Cincinnati  Midland 

Railroad  Company,  amounting  to    ...    : 240,000 

These  debentures  are  payable  January  1,  1895,  and  are  guaranteed 
in  the  same  manner  as  the  above  bonds  of  the  Columbus  and  Cincinnati 
Midland  Railroad  Company. 

Interest  for  which  the  Company  is  guarantor 

Semi-annual  dividends  of  1%  per  cent.,  from  and  after  January  1, 1895, 
upon  the  3  per  cent,  preferred  stockof  the  Columbus  and  Cincinnati 
Midland  Railroad  Company,  amounting  to 1,000,000 

On  July  9,  1884,  the  Pittsburg  and  Western  Railway  Company 
became  the  lessee  of  Pittsburg,  Cleveland  and  Toledo  Railroad, 
and  bound  itself  to  pay  from  the  earnings  of  the  P.  &  W.  and 
P.  C.  &  T.  Companies  the  annual  sum  of  $144,000,  in  equal  monthly 

instalments,  being  the  interest  at  6  per  cent,  upon 2,400,000 

of  the  first  mortgage  bonds  of  the  P.  C.&T.  RR.  Co.  The  Baltimore 
and  Ohio  RR.  Co.,  by  a  contract  of  the  same  date  with  the  P.  & 
W.  RR.  Co.,  agreed  to  see  that  the  amount  aforesaid  was  paid  by 
the  P.  &  W.  RR.  Co.,  and,  in  case  of  its  failure  to  pay  the  same, 
the  B.  &  0.  Company  becomes  entitled  to  the  lease  of  the  P.  C.  &  T.  RR. 

Interest  upon  the  First  Mortgage  5  per  cent,  bonds  of  the  West 
Virginia  and  Pittsburg  Railroad  Company,  amounting  to    ...    .       4,000,009 
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Concerning    proprietary    companies   the   following 
interest : — 


IS 


of 


The  Baltimore  and  Ohio  and  Chicago  Bailroad  consists  of  the  line  from  Chicago 
junction,  0.,  to  Chicago,  was  built  for  account  of  and  is  owned  by  the  B.  &  0. 
The  road  is  271  miles  long,  and  the  company's  funded  debt  amounts  to  S7,744,000» 
secured  by  mortgage  upon  the  property;  all  shares  are  in  possession  of  the  B.&O. 
to  which  the  company  owes  (!)  some  $5,500,000. 

BALTIMORE  &  OHIO  SOUTHWESTERN  RR. 

This  company  is  a  reorganization  of  the  Cincinnati,  Washington  &  Baltimore 
RR.  which  was  sold  in  foreclosure  in  September  1889.  The  main  line  runs  from 
Cincinnati  to  Belpre,  0.,  situated  opposite-  Parkersburg  on  the  Ohio,  where  it 
meets  the  B.  and  0.;  is  193  miles  long,  and  in  fair  condition;  branches  88 
miles,  total  281  miles.  The  B.  and  0.  guarantees  the  first  mortgage  bonds,  amount- 
ing to  $10,667,000;  in  addition  to  this  there  are  first,  second  and  third  cumulative 
income  bonds  to  the  amounts  of  $5,500,000,  $6,400,000  and  $7,700,000 respectively, 
and  a  share  capital  of  $2,500,000  preferred  and  $2,500,000  common,  the  latter  held 
by  the  Baltimore  &  Ohio. 

The  earnings  for  the  last  two  years  have  been  as  follows :  — 


Gross  earnings 

Operating  expenses.... 

Net  earnings 

Taxes  and  assessments 

Balance 


1890. 

$ 

2,329,445 

1,517.793 


811,652 
54.000 


757,652 


1889. 

$ 

2,177,957 

1,499,648 


678,309 
53,788 


624,521 


On  March  25,  1891,  a  4  per  cent,  dividend  on  the  first  incomes  was  paid. 

PITTSBURG  &  WESTERN  RR. 

This  company,  owning  212  and  operating  398  miles,  connects  Pittsburf?  with 
Mt.  Jewett  (narrow  gauge  line),  Fairport  and  Akron,  and  on  the  completion  of 
the  Akron  &  Chicago  Junction  RR.,  now  being  constructed  by  the  B.  &  0.,  will 
serve  as  part  of  that  company's  route  between  New  York  and  Chicago,  via 
Pittsburg.  The  property  was  sold  in  foreclosure  in  1887,  when  the  present 
company  was  reorganised.  On  February  2nd,  1891,  the  B.  &0.  obtained  control  by 
buying  $8,500,000  common  stock,  being  six-sevenths ,  of  the  whole  issued,  for  which 
it  paid  in  its  own  shares,  at  the  rate  of,  it  is  generally  believed,  less  than  forty 
per  cent.,  and  arrived  at  an  agreement  involving  the  guarantee  of  certain  bonds. 
The  P.  &  W.  has  issued  $12,000,0J0  bonds,.  $7,000,000  common  and  $5,000,000 
5  per  cent,  non-cumulative  preferred  stock.  In  1890/91  gross  earnings  were  $2,092,302, 
net  $379,372;  surplus  over  charges  $30,744. 

WASHINGTON  BRANCH  RR. 

This  road,  31  miles  long,  ispartof  the  main  line  from  Baltimore  to  Washington, 
and  its  accounts  are  kept  separate  by  the  B.  &  0.,  which  owns  nearly  two-thirds 
of  the  capital.  The  company  owes  $895,356  to  the  B.  &  0.  Gross  earnings 
1891:  $726,418;  expenses  $535,652,  net  $190,766. 
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WHEELING,  PITTSBURG   AND  BALTIMORE  RR. 

The  liue  is  66  miles  long,  and  is  owned  by  the  B.  &  0.  Concerning  the  leased 
roads  the  following  is  of  interest: — 

The  Baltimore  and  Philadelphia  BaUroad  and  the  South  Branch  Railroad  are  operated 
by  the  Baltimore  and  Ohio  Company,  but  without  leases. 

CENTRAL  OHIO  RR. 

This  lease  was  amended  and  was  duly  extended  for  two  terms  ending  Decem- 
ber 1,  1926,  and  is  subject  to  perpetual  renewal  thereafter,  in  terms  of20yearsy 
at  the  B.  &  0.  Company's  option.  The  annual  rental  is  35  per  cent,  of  the  gross 
earnings,  and  for  the  present  fiscal  year,  amounts  to  $477,947.39. 

COLUMBUS  AND  CINCINNATI  MIDLAND  RR. 

This  lease  is  for  999  years  from  January  1, 1890.  The  rental  is  4%  per  cent,  per 
annum,  payable  semi-annually,  upon  $2,000,000  of  first  mortgage  bonds ;  ^  per 
cent,  per  annum,  payable  semi-annually,  upon  $240,000  debenture  bonds  maturing 
January  1,  1895 ;  and  3  per  cent,  per  annum,  payable  semi-annually,  commencing 
with  January  1,  1895,  upon  $1,000,000  of  preferred  non-voting  stock.  Bonds 
guaranteed  by  B.  &  C;  see  foregoing  statemen*/. 

CONFLUENCE  AND  OAKLAND  RR. 

This  lease  is  for  999  years  from  the  first  day  of  November,  1890.  The  rental 
is  a  sum  equal  to  the  interest  on  the  outstanding  first  mortgage  5  per  cent* 
bonds.  The  outstanding  bonds  amount  to  $200,000.  Inpaymentof  freight  accruing 
to  it  on  the  interchanged  traffic,  the  Baltimore  &  Ohio  Company  will  receive 
at  par  $20,000  of  these  bonds  per  annum,  which  when  so  received  are  to 
be  cancelled. 

NEWARK,  SOMERSET  AND  STRAITSVILLE  RR. 

This  lease  has  been  amended  and  extended  for  40  years  from  November  1, 1889 
and  is  subject  to  perpetual  renewal  thereafter  at  the  B.  &  0.  Company's  option. 
The  annual  rental  is  30  per  cent,  of  the  gross  earnings,  and,  for  the  present 
fiscal  year,  amounts  to  $43,507.92,  but  the  minimum  rental  is  not  to  be  less 
than  340,000,  which  is  the  interest  at  5  per  cent,  on  $800,000  of  the  bonds  of 
the-  Newark,  Somerset  and  Straitsville  RR.  Co.  For  any  advances  to  pay  this 
minimum,  the  Baltimore  and  Ohio  Company  is  entitled  iQ  reimbursement  from 
the  receipts  of  any  subsequent  year. 

OHIO  AND  MISSISSIPPI  RR. 
For  particulars  see  separate  chapter. 

PARKERSBURG  BRANCH  RR. 

There  is  do  formal  lease  of  the  Parkersburg  Branch  RR.  Co ,  but  the  B.  &  O 
operates  and  maintains  it,  under  an  arrangement  to  take  its  revenues  and. 
apply  the  same,  first  to  the  payment  of  operating  expenses,  and  the  remainder 
thereof  to  the  annual  interest  upon  its  bonds,  which  interest  amounts  to  $180,000. 
When  the  net  earnings  are  not  equal  to  this  amount,  the  deficiency  is  advanced 
by  the  B.  &  0.  Company,  and  constitutes  a  debt  against  the  Parkersburg 
Branch  RR.  Co. 

PITTSBURG  AND  CONNELLSVILLE  RR. 

This  lease  is  for  50  years  from  January  1,  1876,  and  perpetual  thereafter, 
at  option  of  the  Baltimore  and  Ohio  Company,  which  receives  the  gross 
revenues  of  the  P.  &  C.  RR.  Co.,  and  applies  the  same,  firstly  to  the  payment 
of  operating  expenses,  and  secondly  to  the  payment  ofthe  interest  on  the  bonded 
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debt,  including  the  annual  appropriation  to  the  sinking  fund  of  the  first  consoli- 
dated mortgage.  Any  advances  made  by  the  Baltimore  and  Ohio  Company  to  pay 
the  interest  or  appropriations  to  the  sinking  funds  may  be  made  up  from  the 
earnings  of  any  subsequent  year  or  years.  The  aggregate  interest  on  the  bonded 
debtoftheP.&C. Company,  including  the  $10,000,000  of  bonds  oftheissue  of  1885, 
the  appropriation  to  the  sinking  fund,  and  taxes,  amounts  to  $1,234,918.82.  B.  &  0» 
guarantees  bonds ;  see  foregoing  statement. 

SANDUSKY,  MANSFIELD  AND  NEWARK  RE. 

This  lease  has  been  amended  and  extended  for  two  additional  terms  ending 
December  1,   1926,  and  is  subject  to  perpetual  renewal  thereafter,  in  terms 
20  years,  at  the  B.  &  0.  Company's  option.    The  annual  rental  is  $201,850. 

STRASBURG  AND  HARRISONBURG  RR. 

(A  part  of  the  Yirginia  Midland  RR.  extending  from  Strasburg  to  Harrisonburg, 
Virginia.)  This  lease  is  for  the  period  of  99  years  from  September  1,  1873,  and 
renewable  for  ever  thereafter  at  the  B.  &  0.  Company's  option.    The  annual  rental 

is  $89,250. 

WASHINGTON  CITY  AND  POINT  LOOKOUT  RR. 

This  lease  is  perpetual.  The  annual  rental  is  $36,000,  of  which  $32,400  is  to 
be  applied  to  the  payment  of  the  interest  on  $340,000  six  per  cent,  bonds  of 
the  Washington  City  and  Point  Lookout  RR.  Co.,  and  the  remainder,  $3,600,  i» 
annually  appropriated  to  extinguish  the  issue  of  these  bonds  at  their  maturity 
on  June  1,  1913. 

On  November  18,  1874,  the  Washington  City  and  Point  Lookout  Railroad  Company 
by  deed,  conveyed  to  the  Baltimore  and  Ohio  Raiload  Company  its  entire  right 
and  title  of  the  Alexandria  Branch,  extending  from  Hyattsville,  on  the  Washing- 
ton branch  of  the  Baltimore  and  Ohio  road,  to  Marbury  Point,  opposite  Alexandria,, 
and  the  Baltimore  and  Ohio  Company  is  now  absolute  owner  of  that  line. 

WASHINGTON  COUNTY  RR. 

This  road  is  not  leased  by  the  Baltimore  and  Ohio  Company,  but  is  operated 
by  that  corporation  for  account  of  the  stockholders  of  the  Washington  County 
RR.  Co. 

WEST  VIRGINIA  AND  PITTSBURGH  RR. 

This  lease  is  for  999  years  from  the  first  day  of  January,  1890.  The  rental  is 
62i  per  cent,  of  the  revenue,  payable  semi-annually.  The  remaining  37^  per  cent, 
is  to  be  applied  by  the  Baltimore  &  Ohio  Company  to  the  payment  of  the  interest 
upon  the  outstanding  first  mortgage  5  per  cent,  bonds,  amounting  to  $4,000,000. 
If  37>^  per  cent,  is  not  sufficient  to  pay  the  interest  semi-annually  on  these 
bonds,  the  Baltimore  &  Ohio  Company  has  to  make  up  the  difference,  and  is 
entitled  to  repayment  from  future  net  earnings. 

For  the  first  two  years  after  commencing  the  operation  of  the  road,  if  the 
62>^  per  cent,  of  the  revenue  is  not  equivalent  to  the  operating  expenses,  the 
West  Virginia  and  Pittsburg  Railroad  Company  is  to  make  up  the  deficiency, 
and  for  the  next  three  years  up  to  67>^  per  cent,  of  the  gross  revenue.  The 
rental  of  62>^  per  cent,  is  subject  to  revision  at  the  end  of  every  15  years 
during  the  continuance  of  the  lease.  The  B.  &  0.  guarantees  bonds;  see  foregoing 
statement. 
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WINCHESTER  AND  POTOMAC  RR. 

This  lease  was  for  20  years  from  July  1,  1867,  and  is  subject  to  perpetual 
renewal  at  the  B.  &  0.  Company's  option  at  the  expiration  of  each  term  of 
•20  years,  and  has  been  renewed  for  the  term  ending  July  1,  1907.  The  annual 
rental  is  $27,000.  The  B.  &  0.  guarantees  bonds ;  see  foregoing  statement. 

WINCHESTER  AND  STRASBURG  RR. 

This  lease  has  been  amended  and  extended  for  a  period  of  20  years  from 
July  1,  1887,  and  is  subject  to  perpetual  renewal  thereafter  at  the  B.  &  0. 
Company's  option.  The  cost  of  this  road  w«s  over  $6,000,000.  The  Legislature  of 
Tirginia  authorised  the  issue  of  capital  stock  to  the  amount  of  $60,000.  Under 
the  lease  as  amended,  the  Baltimore  and  Ohio  RR.  Co.  guarantees  a  dividend 
of  4  per  cent,  per  annum  upon  the  stock  of  the  W.  &  S.  RR.  746  shares  are 
held  by  individuals,  the  annual  dividend  on,  which  is  $2,984.  The  remainder, 
5.254,  belong  to  the  B.  &  0.  RR.  Co. 

AKRON  AND  CHICAGO  JUNCTION  RR. 

This  lease  is  for  999  years  from  July  1,  1890,  and  is  to  the  Baltimore  &  Ohio 
Railroad  Company,  which  agrees  to  secure  the  payment  of  the  rental.  The 
rental,  payable  semi-annually,  is  $2  for  every  loaded  freight  car  transported 
over  the  road,  or  any  part  thereof,  in  either  direction,  up  to  the  number  of 
5)000  in  each  year,  and  the  sum  of  $1  per  loaded  freight  car  for  each  car  in 
excess  of  50,000  in  each  year. 


COAL  ROADS 
NEW  ENSLAND  RAILROADS. 


CHAPTER  XVIII. 


THE     "coal     EOADS." 


Separated  from  the  Atlantic  Coast  by  a  strip  of  land 
barely  a  hundred  miles  in  width,  and  almost  equidistant 
from  New  York  and  Philadelphia,  lies  the  great  anthracite 
coal  district  of  Pennsylvania,  a  region  only  a  few  hundred 
miles  in  extent,  but  on  account  of  its  boundless  mineral 
wealth  one  of  the  most  important  of  the  entire  North  Ame- 
rican Continent.  It  is  an  exceedingly  hilly  country,  abounding 
with  the  steep  ridges  and  deep  ravines  characteristic  of  the 
Alleghany  Mountains,  of  which  these  hills  are  the  outposts, 
and  studded  with  thousands  of  towns  and  villages,  in  some 
of  which  industries  preponderate  while  in  others  mining  or 
farming  flourish.  Swift  streams  run  through  the  winding 
valleys,  their  banks  usually  lined  with  canals  and  railways, 
both  of  which  chiefly  carry  coals;  the  noise  of  the  coal 
"  breakers "  and  of  the  bells  and  whistles  of  locomotive 
engines  fill  the  air,  and  at  intervals  we  perceive  the 
blast  of  ovens  and  furnaces.  Here  the  hills  are  covered  with 
woods  and  the  valleys  with  crops ;  yonder  the  entire  country 
looks  dismal  and  desolate,  the  hills  black  with  burned  forests, 
the  valleys  black  with  coal,  soot  and  smoke,  and  the  rivers 
black  with  the  refuse  from  the  "breakers'':  it  is  the  black 
country   of  the  East,  which  annually  produces   55,000,000 
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tons    of   coal,   more   than   two-thirds   of  which  consist  of 
anthracite. 

These  coalfields,  divided  into  the  North,  Middle  and  South 
Basins,  have  the  towns  of  Reading,  Pottsville,  Maunch 
Chunk,  Williamsport,  Wilkes-Barre  and  Scranton  for  their 
traffic  centres,  and  from  these  a  number  of  railways  which 
are  instrumental  in  carrying  the  coals  to  market  radiate. 
The  great  cities  on  tidewater  of  course  receive  the  greater 
part  of  the  hard  and  smokeless  coal,  but  formidable  quan- 
tities are  also  carried  to  other  regions,  notably  to  New 
England,  the  industrial  citiesof  Northern  New  York,  Canada^ 
Buffalo,  the  West,  and  Lakes  Erie  and  Ontario.  Two-thirds 
of  the  coals  mined  remain  in  Pennsylvania,  New  Jersey  and 
New  York,  and  one-sixth  goes  to  New  England,  either  by 
the  all-rail  route  via  Poughkeepsie  Bridge  or  by  vessel  from 
tidewater,  according  to  destination ;  the  rest  is  carried  directly 
to  the  South  and  the  West,  the  latter,  and  also  Canada, 
receiving  most  of  the  coal  carried  to  the  Lake  ports  — 
Buffalo,  Oswego,  Erie,  etc. — and  hence  figuring  among  the 
quantity  remaining  in  New  York  and  Pennsylvania. 

Of  course  all  lines  tapping  this  district  carry  considerable 
quantities  of  coal.  The  Pennsylvania  and  Erie  raih'oads,  as 
we  have  seen,  transport  vast  volumes.  The  Reading  system, 
however,  especially  now  that  it  has  gained  control  of  three 
other  most  important  lines,  is  no  doubt  the  leading  "coaler,'' 
since  it  transports  more  anthracite  and  devotes  itself  more 
exclusively  to  coal  business  than  any  other  road.  In  addition 
there  are  the  Delaware  &  Hudson,  the  Ontario  ctWestern^ 
the  Susquehanna  &  Western  and  the  Philadelphia,  Reading  & 
Western,  recently  identified  with  the  Reading  interest,  all 
of  which  are  instrumental  in  distributing  the  products  of 
the  mines,  not  to  speak  of  the  indirect  connections,  such 
as  the  Vanderbilt  lines  or  the  Baltimore  &  Ohio. 

It  is  a  pecuUarity  of  this  region  that  the  greater  part  of 
the  anthracite  coal  mined  is  produced  by  corporations 
controlled  by  the  railway  and  canal   companies,   or  by  indi- 
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viduals  from  land  owned  by  the  corporations  who  direct  the 
shipment  of  it.  The  following  is  a  statement  of  the  produc- 
tion for  1886  :— 


Northern  coal  field  .  .  . 
Eastern  Middle  coal  field. 
Western  Middle  coal  field 
Southern  coal  field  .    .    . 


Tons  produced  by 
Corporations. 

12,322,528 

356,833 

5,448,857 

2,975,580 

21,103,798 


Tons  produced  by 
Individuals. 

5,925,347 

4,636,528 

2,673,782 

451,855 


13.687.512 


This  table  shows  that  corporations  directly  control  at 
least  three-fifths  of  the  total  output,  but  practically  80  per  cent, 
is  controlled  by  railways  in  some  way  or  another.  The 
public  has  viewed  this  control  with  much  apprehension, 
especially  in  connection  with  the  Reading  combination;  but 
spokesmen  of  the  corporations  assert  that  the  operation  of 
mines  by  corporations  with  vast  resources  benefits  the  public 
and  the  mines  alike,  in  support  whereof  they  point  to  the 
fact  that  the  output  of  the  Schuylkill  district,  chiefly  controlled 
by  individuals  and  mining  companies,  rose  from  1,840,260 
tons  in  1850  to  9,381,407  tons  in  1886,  while  the  Wyoming- 
region,  mainly  operated  by  railroads,  produced  827,823 
tons  in  1850  and  17,031,826  tons  in  1886. 

The  following  table  gives  the  approximate  amount  of  hard 
coal  carried  by  the  principal  railways  directly  tapping  the 
anthracite  district: — 


Percentage  of 

Tons  carried 

total  other 

freight  revenue. 

10,700,000 

27 

10,3(0.000 

46 

9,500.000 

53 

9,000.000 

45(?) 

7.500,000 

62 

7,000,000 

41 

3,000.000 

2 

• 

500,000 

30 

300,000 

55 

Erie 

Lehigh  Valley 

Jersey  Central     .... 

Reading 

Lackawanna 

Delaware  &  Hudson  Canal 

Pennsylvania 

Ontario  &  Western  .    . 
Susquehanna  &  Western 


This   statement   is   based   partly  upon  estimates,  and  no 
absolute   accuracy   is   claimed   for  it;  nevertheless  it  fairly 
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indicates  the  distribution  of  coal  traffic  among  the  principal 
lines,  and  the  relative  importance  of  this  traffic  to  each. 

Of  these  roads  the  Pennsylvania  and  Erie  have  been 
dealt  with,  and  the  Reading  and  Ontario  &  Western  call 
for  separate  chapters.  The  other  five  companies  require  no 
very  detailed  statement,  and  for  this  reason  theii'  affairs 
can  be  discussed  here. 

THE  DELAWARE,  LACKAWANNA  &  WESTERN  RR. 

Next  to  the  Reading,  by  which  it  is  indirectly  con- 
trolled, the  Delaware  &  Lackawanna  undoubtedly  occupies 
the  leading  place  among  the  coal  roads,  for,  as  the  earnings 
of  this  prosperous  company  show,  it  has  the  largest  revenue 
of  all  "  coalers  "  except  the  Reading,  if  we  include  the  earnings 
of  the  Coal  &  Iron  Company  in  the  revenue  of  that  corpora- 
tion. These  earnings,  however,  are  misleading,  inasmuch  as 
they  do  not  merely  represent  the  revenue  from  freight  or 
passenger  business,  but  also  that  from  mines  and  leased  roads, 
while  the  expenses  of  these  concerns  are  included  in  ge- 
neral operating  expenditure.  Nevertheless,  the  Delaware  & 
Lackawanna  is  one  of  the  most  important  carriers  of  coals. 
It  has  excellent  properties  north  of  the  Lehigh  River,  and 
superior  terminals  on  New  York  Harbour,  in  Buffalo,  and 
in  Oswego,  a  coal  port  on  Lake  Ontario,  where  it  owns 
immense  wharves.  It  connects  with  the  Grand  Trunk,  with 
the  Vanderbilt  lines  West  of  Buffalo,  and  with  the  roads 
leading  to  New  England,  notably  the  Delaware  &  Hudson. 
Out  of  a  total  revenue  exceeding  $40,000,000  presumably 
more  than  $9,000,000  are  derived  from  coal  traffic,  but  it  is 
impossible  to  give  exact  figures,  the  "  annual  report ''issued 
by  this  company  consisting  of  a  laconic  statement  filling  one 
side  of  a  small  sheet  of  paper,  a  fact  no  doubt  connected 
with  the  highly  speculative  nature  of  the  stock,  which  is 
always  largely  dealt  in  in  Wall  Street. 

The  following  details  relating  to  this  company  have  been 
copied  from  the  New  York  Chronicle,  by  kind  permission 
of  the  proprietors  of  that  journal: — 
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The  covpany  operates  nnder  lease  an  extensive  system  of  roads  in  New  York, 
Pennsylvania  and  New  Jersey.  Owns  from  Delaware  River  (N.  J.  line)  to  New 
York  State  line,  115  miles;  branches— Scran  ton  to  Northumberland,  80  miles; 
branches  to  Winton,  Storrs,  Keyser  Valley,  etc.,  Pa.,  17  miles;  leased  lines  in 
New  York— New  York,  Lackawanna  &  Western  Railroad,  214  miles ;  Caynga  & 
Susquehanna  Railroad,  34  miles ;  Jreene  Railroad,  8  miles ;  Oswego  &  Syracuse 
Railroad,  35  miles;  Utica,  Chenango  &  Susquehanna  Yaliey  Baiiioad,  97  miles; 
Valley  Railroad,  12  miles;  controls  and  operates— Syracuse,  Binghamton  &  New 
York,  81  miles;  leased  lines  in  New  Jersey— Chester  Railroad,  10 miles ; Mortis  & 
Essex,  120  miles ;  Newark  &  Bloomfield,  4  miles ;  Warren  Railroad,  18  miles ;  Sussex 
30  miles;  Passaic  k  Delaware  and  extension,  22  miles:  total  operated.  900  miles. 

In  February,  1892,  a  considerable  interest  in  this  company  having  been  acquired 
by  parties  connected  with  the  Philadelphia  &  Reading.  Mr .  Maxwell,  Vice-President 
of  the  Reading  and  President  of  the  Central  RR.  of  New  Jersey,  was  elected 
to  the  Vice-Presidency.  The  alliance  so  effected  will,  it  is  hoped,  result 
in  the  maintenance  of  rates  in  the  coal  trade,  and  consequently  increased  profits 
to  the  companies. 

Formerly  10  per  cent,  dividends  were  paid,  but  in  the  dull  times  1876  to  1880 
there  were  no  distributions;  in  1880,  3  per  cent,  [was  paid;  in  1881,  6%;  in  1882, 1883 
and  1884,  8 ;  in  1885, 7^;  from  1886  to  Jan.,  1892,both  inclusive,  at  rate  of  7  per  cent, 
per  annum. 


Gross  receipts,  aU  sources 
Operating  expenses  .    . 
Betterments,  equip.,  etc. 
Total  expenses    .    .    . 
Net  receipts 


1891. 

$ 

41,849,754 

33.894.591 

121,474 


1890. 

$ 
40,688,645 
32,499,859 
240.019 


Net  receipts 

Interest  and  rentals  .  . 
Balance,  surplus  .  :  . 
Dividends  (7  per  cent.). 
Balance  after  dividends 


34,016,065      32,739,878 
7.833,689        7,948,767 

INCOME  ACCOUNT. 
1891.  1890 

7,833,689        7,948,767 
5,418,226        5,328,494 


1889. 

$ 

38.247.622 

30,653,586 

223,577 


2,415,463 
1,834,000 


2,620,273 
^,834^000^ 
786,273 


30,877,163 
7,370,459 

1889. 

$ 

7,370,459 

5,222,375 


1888. 

$ 

43,232,422 

33,546,135 

967,605 


2,148,084 
1,834.000 
314,084 


34,513,740 
8,718,682 

1888. 

$ 

8,718,682 

5,218,419 


3,500,263 
1,834.000 


1.666.263 


581,463 

The  reports  show  that  9*21  per  cent  was  earned  on  the  stock  in  1S91,  against 
10  per  cent,  in  1890,  820  in  1889,  1335  in  1888,  and  11*97  in  1887. 

GENEEAL  BALANCE  AT  CLOSE  OF  EACH  FISCAL  YEAR. 


Assets — 
BR.,  build'gs.  equipment,  coal 

lands,  etc 

Stocks  and  bonds  owned,  cost 
Net  cash  &  current  accts.  . 
Materials,  fuel,  etc 


Total 

Liahtlities — 

Stock 

Funded  debt  .    .    . 
Surplus  account.    . 

Total  liabilities 


1891. 

1890. 

1889. 

1888. 

$ 

$ 

$ 

$ 

34,804,646 

34,804,646 

34.804,646 

34,538,226 

8,829,966 

8,789,440 

5,687,090 

5.873,340 

*654,209 

♦117,203 

*2,672,237 

"2.582,749 

1,742,228 

1,738,297 

1.506,339 

1,861.914 

46,031,049 

45,449.586 

44.670.312 

44.356.229 

26,200.000 

26.200,000 

26,200.000 

26,200.000 

3.667,000 

3,667,000 

3,674,000 

3,674,000 

16,164,049 

15,582,586 

14,796,312 

14.482,229 

46,031,049 

45,449,586 

44,670,312 

44356,229 

♦Net  balance  between  liabilities  and  assets. 
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The  items  on  both  sides  of  the  account  which  go  to  make  up  the  above  net 
balances  of  $117,203  in  1890  and  $654,209  in  1891  are  as  follows  :— 


Accounts  receivable — 

Cash  on  hand 

Coal  on  hand  (less  than  market  value) 

Advances  to  leased  roads 

Advances  on  coal  to  be  delivered,  etc. 
Coal  bills  and  sundry  accounts  due  . 
Loans  and  sundry  accounts  receivable 


Total 

Less  accounts  payable,  viz. — 
Past  due  dividends,  interest  and  rentals  .    .    . 
Del.  L.  &  W.  div.,  payable  Jan.  '91  and  '92  .    . 

Rentals  payable  after  January  1 

State  taxes  payable  after  January  1 

December  pay-rolls,  payable  in  January  .    .    . 

Bonds  and  mortgages 

Vouchers  due  and  payable  after  Jan.  1.    .    .    . 
Sundry  obligations,  account  of  transportation. 


Total 

Balance  of  accounts  receivable 


1891. 
$ 
1.010,903 
1,451.070 
1,985.113 
1,766.255 
1,474.472 

938,109 


654,209 


1890. 
$ 

979.552 
1,268,527 
1,158.898 
1,741,136 
1,714,939 

688.807 


8,625,922 

7,551,860 

112.906 

152,904 

458.500 

458.50J 

1,695,455 

1,749,982 

326.154 

446,706 

797,612 

769,531 

496,851 

496.851 

1,498.191 

1.951,599 

2,586,042 

1,408.583 

7,971,713 

7,434,657 

117,203 


♦Of  which  $4,443,559  has  been  paid  since  close  of  year. 


THE  CENTRAL  RR.  OF  NEW  JERSEY. 

Somewhat  unique  in  the  diversity  of  its  traffic  and  its 
interests  is  the  road  familiarly  known  as  the  "  Jersey  Central.'' 
It  holds  high  rank  among  the  great  coal-carrying  lines  which 
transport  the  fuel  of  New  York  City  and  its  vicinity  from 
the  anthracite  fields  of  Pennsylvania  to  tidewater,  and  at 
the  same  time  it  forms  the  most  travelled  line  of  communi- 
cation between  the  metropolis  and  the  long  chain  of  summer 
resorts  stretching  down  the  New  Jersey  coast.  It  is  among 
the  principal  lines  of  connection  between  New  York  City 
and  that  greater  New  York,  its  vast  suburban  territory; 
and  it  also  constitutes  an  important  link  in  the  great 
through  route  between  the  east  and  the  south,  known  as 
the  "  Royal  Blue  Line,"  a  combination  of  the  J.  C.,  Reading, 
and  Baltimore  &  Ohio. 

The  history  of  the  Central  Raikoad  Company  of  New 
Jersey  dates  from  22nd  February,  184:9,  when  it  was  formed 
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by  the  consolidation  of  the  Elizabeth  and  Somerville  Raifroad 
and  Somerville  and  Easton  Railroad.  These  two  connected 
made  a  continuous  line  between  Elizabethport,  N.  J.,  and 
Easton,  Pa.,  which  was  completed  and  opened  in  1852.  In 
1864  the  road  was  extended  to  Jersey  City.  By  the  lease 
in  1871  of  the  Lehigh  and  Susquehanna  Railroad,  a  through 
line  was  secured  between  New  York  and  Scranton,  Pa., 
with  branches  extending  in  various  directions  through  the 
Lehigh,  Lackawanna,  and  Wyoming  coal  regions.  The  notable 
acquisitions  in  other  directions  were  thoseof  the  New  Jersey 
Southern  Railroad  and  New  York  and  Long  Branch  Raih*oad 
in  1881,  and  numerous  branch  and  auxiliary  lines  were 
added  from  time  to  time. 

The  length  of  its  various  lines  now  aggregates  667  miles, 
and  the  company  owns  and  operates  altogether  1,353  miles 
of  track.  Its  rolling  equipment  comprises  about  450  loco- 
motives, 450  passenger  coaches,  12,000  freight  cars  of  different 
kinds,  25,000  coal  cars,  and  several  hundred  service  cars. 
In  addition  to  its  property  on  wheels  it  owns  four  steam- 
boats plying  between  New  York  and  Sandy  Hook,  five  ferry- 
boats and  five  tugboats  on  the  North  River,  and  other  floating 
transport  faciUties.  The  road-bed,  superstructures,  bridges, 
and  buildings  are  in  first-class  condition,  and  the  equipment 
is  modem  and  equal  to  the  largest  possible  demand  upon  it. 

The  New  York  City  terminals  of  the  Central  Railroad  of 
New  Jersey  are  most  advantageously  situated,  occupying  an 
extensive  site  upon  the  North  River  front,  contiguous  to  the 
city's  important  business  centres  and  conveniently  accessible 
to  all  sections  of  the  metropolis  and  its  environs.  The  new 
and  magnificent  passenger  station  at  Jersey  City  is  one  of 
the  most  complete  in  the  country. 

The  train-shed  is  noted  for  its  great  size  and  judicious 
arrangement.  It  has  12  tracks  holding  15  cars  each,  so  that 
180  cars  can  load,  unload,  leave,  or  arrive  at  the  same 
time.  About  200  regular  passenger  trains  enter  and  leave 
this  structure  every  24  hours.  These  terminal  accommodations 
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are  used  by  the  Reading  trains,  under 'the  old  agreement 
with  that  company. 

The  main  line  of  the  Jersey  Central  crosses  the  central 
part  of  the  State,  taking  in  Newark,  Elizabeth,  Plainfleld, 
and  Somerville,  crossing  the  Delaware  River  at  PhilUpsburg 
to  Easton,  Pa.,  where  it  joins  the  Lehigh  and  Susquehanna 
Division.  This  latter  passes  through  Bethlehem,  Allentown, 
Mauch  Chunk,  with  its  famous  "  Switchback  "  and  magnificent 
mountain  scenery,  and  on  to  the  important  inland  cities  of 
Wilkes-Barre,  Pittstown,  and  Scranton. 

The  sammer  resorts  at  Schooley's  Mountain,  Budd's  Lake, 
and  Lake  Hopatcong  are  reached  by  a  branch  diverging 
from  the  main  Une  at  High  Bridge,  and  another  extension  is 
the  Lehigh  and  Hudson  road,  running  from  PhilUpsburg  to 
a  connection  with  the  Poughkeepsie  Bridge  system.  The 
Lehigh  and  Lackawanna  Railroad  is  also  an  important  branch 
of  the  New  Jersey  Central,  extending  from  Bethlehem  to 
Wind  Gap  and  Bangor,  tapping  the  great  slate  quarries  for 
which  that  region  is  noted. 

Along  the  line  of  the  Lehigh  and  Susquehanna  Division 
feeders  and  branches  strike  out  in  all  directions  to  reach 
the  rich  coal  deposits.  A  branch  running  in  from  Mauch 
Chunk  and  Tamaqua  connects  the  Central  with  the  WilUams- 
port  division  of  the  Reading  road,  forming  a  short  line  from 
New  York  to  Harrisburg  and  to  the  Beech  Creek  bituminous 
coalfields. 

The  New  Jersey  Central  carries  annually  over  15,000,000 
passengers,  8,000,000  tons  of  freight,  and  nearly  10,000,000 
tons  of  coal,  and  the  total  value  of  its  properties  is  upwards 
of  $75,000,000. 

In  the  spring  of  1892  this  road  was  leased  for  999  years 
from  January  1st,  1892,  to  the  Port  Reading  RR.,  a  com- 
pany controlled  by  the  Reading,  which  guarantees  7  per 
cent,  on  the  stock,  and  will  give  the  Central  of  New  Jersey 
one-half  its  surplus  earnings  above  the  guaranteed  dividends 
up  to  10  per  cent.,  after  which  all  remaining  profits  belong 
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to  the  lessee.  The  Reading  has  deposited  with  Messrs.  Drexel, 
Morgan  &  Co.,  of  New  York,  $2,000,000  in  securities  to 
secure  the  lease.  The  latter  does  not  cover  certain  property 
which  will  yield  a  considerable  revenue  beyond  the  rental 
from  the  Reading,  and  which  consists  of  valuable  real  estate 
in  New  York  and  other  possessions  yielding  a  quarter 
of  a  million  dollars  annually. 

Although  the  company  in  former  years  was  repeatedly  in 
financial  difficulties,  good  management  has  brought  it  into  an 
excellent  condition;  and  its  lease  to  the  Philadelphia  and 
Reading  has  added  additional  importance  to  its  finances. 
I  append  the  following  comparative  statistics,  copied  (by 
permission)  from  the  CJironicle. 


OPERATIONS  AND  FISCAL  RESULTS. 


Passengers  carried 

Passengers  carried  one  mile 

Freight  and  bitumin  coal  (tons)  moved... 
Freight  and  bitumin  coal  (tons)  one  mile 

Anthracite  coal  (tons)  moved 

Anthracite  coal  (tons)  one  mile 

Earnings — 

Passenger. 

Merchandise  freight 

Anthracite  coal 

Express 

United  States  mail 

Miscellaneous , . . 

Prop,  of  local  earns.  N.  Y.  &  L.  B.  RR... 
Total  gross  earnings 

Operating  Expenses — 

Conducting  transportation 

Motive  power 

Maintenance  of  cars 

Maintenance  of  way 

Taxes 

General  expenses 

N.  Y.  &  Long  Branch  Division 

Total 

Net  earnings 

Percentage  of  op.  exp.  to  earnings 


1891. 

14,827,506 

182.033,969 

6,627,358 

361,247,639 

7,512,544 

688,193,670 

$ 

3,145,642 

4.111,890 

7.026,290 

202,599 

29.173 

59.638 

78,4'i4 


14.653,687 

2,745,368 
2,410,396 
978,238 
1,206,114 
309,772 
460,062 
416,219 


8,526,168 
6.127.518 
58-18 


1890. 

13.716,832 

180,288,585 

6,401,801 

342.040,924 

7,463.529 

654,865,379 

$ 

3,095,814 

3,955,710 

6,725,696 

192,324 

27,846 

48,175 

80,998 


14,126,563 

2,656,203 
2.253,247 
967,679 
1,155948 
303,399 
420,224 
404,576 


8,161,276 
5,965,287 
57-77 


1889 

12,b  5,149 

150,542.438 

5.064,727 

277,294,601 

6.620,365 

698,434.528 

$ 

2,533,173 

3,365,946 

7,344,539 

187,641 

25,270 

40,825 


13.497,394 

2,483,022 

2,114,183 

878,845 

1,387,212 

294,403 

374,072 


7,531.737 
5.965,657 
55-80 
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INCOME  ACCOUNT. 

1891. 


Bevenue — 

Net  earnings 

Income  from  investments... 
Premium  on  bonds  sold,  etc 

Total  income 

Expenditure — 

Rentals  paid 

Interest  on  debt 

Dividends 

Rate  of  dividend 

Total  disbursements. . . . 

Surplus 


5,735,055 
1,390,279 

GENERAL  BALANCE  AT  THE  CLOSE  OF  EACH  FISCAL 


6,127,518 
844,628 
52,648 
7,024,794" 

1397,770 
2,739,579 
1,455,430 

Q^  p.c._ 
6;092;779 

932,015 


1890. 
$ 

5,965,288 
837,293 
322,753 


7,125,334 

1,819,815 

2,798,148 

1,117,092 

6p.c. 


1889. 
£ 
5,965,658 
799,238 


6,764,896 

1,890,381 

2,828,632 

835,719 

4>^p.c. 


Assets — 

Railroad,  buildings,  etc 

Equipment 

Real  estate,  etc.  .i 

Stocks  owned,  cost 

Bonds  owned,  cost 

Bills  and  accounts  receivable 

Materials,  fuel,  etc 

Cash  on  hand 

Total  assets 

Liabilities — 

Stock,  common 

Funded  debt 

Car  trusts 

Wages,  supplies,  and  due  other 
companies 

Temporary  loans 

Interest  and  rentals  due 

Other  accounts 

Contingent  fund 

Profit  and  loss 

Total  liabilities 


1891. 

$ 

33,708,401 

12,863,888 

3,583,918 

5,689,238 

14,096,714 

4,132,675 

565,220 

913,685 


75,553,739 

22,412,000 

45,177,822 

103,000 

1,313,321 

965,538 
1,451,123 

598,477 
3,532,457 


75,553,739 


1890. 

$ 

32,760,662 

12,885,654 

2,961,692 

6,185,726 

13,638,556 

3,920,904 

550,534 

714,418 


73,618,145 

18,629,200 

45,196,413 

239,000 

1,262,754 
2,800,000 

979,849 
1,293,293 

617,194 
2,600,442 


73,618,145 


5,554,732 
1,210,164 

YEAR. 
1889. 
$ 
32,431,733 
12,169,275 
2,350,079 
6,117,783 
13,612,760 
2,983,111 
569,884 
232,624 


70,467,249 

18,588,200 

45,714,822 

372,000 

1,575,465 

1,170,069 

1,083,981 

752,548 

1,210,164 


70,467,249 
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THE   LEHIGH   VALLEY   RR. 

The  Lehigh  Valley  railroad  is  owned  in  Philadelphia,  and 
its  stock,  which  pays  a  regular  5  p.c.  and  quotes  about  50, 
is  not  largely  dealt  in,  and  more  for  investment  than  specu- 
lation. The  company  owns  a  perfect  maze  of  hues  between 
Pottsville,  Mauch  Chunk,  and  Scranton,  which  are  connected 
with  Newark  by  the  Lehigh  canal,  and  from  there  with 
Jersey  City  and  a  point  on  Staten  Island  opposite  New  York. 
Another  line  runs  to  Fairhaven,  near  Oswego,  on  Lake 
Ontario,  and  to  points  touched  by  the  N.  Y.  C,  while  the 
company  has  just  completed  a  fine  double  tracked  line  to 
Buffalo,  after  having  run  trains  over  the  Erie  ^g.  v,)  from 
Waverly  to  Buffalo  in  connection  with  its  steamers  plying 
on  the  great  Lakes. 

The  Lehigh  Valley  Railroad  Company  was  incorporated 
in  April,  1847,  under  the  name  of  the  Delaware,  Lehigh, 
Schuylkill,  and  Susquehanna  Railroad  Company,  and  that 
name  was  retained  until  January,  7th,  1853,  when  it  was 
changed  to  its  present  title  by  an  Act  of  Assembly.  The 
main  line  in  Pennsylvania  was  completed  in  October,  1855. 
Other  companies  were  merged  into  the  system  from  time  to 
time  as  follows:  Beaver  Meadow  Railroad  Company,  8th 
July,  1864 ;  Penn  Haven  and  White  Haven  Railroad  Company, 
5th  August,  1864 ;  Lehigh  and  Mahanoy  Railroad  Company, 
20th  June,  1866;  Hazleton  Railroad  Company,  25th  May, 
1868;  Lehigh  and  Luzerne  Railroad  Company,  16th  June, 
1868.  The  Easton  and  Amboy  Railroad,  in  New  Jersey, 
which  is  now  operated  as  part  of  the  main  line,  was  opened 
in  June,  1875 ;  it  was  built  under  a  separate  charter, 
but  is  owned  by  the  Lehigh  Valley.  The  Clinton  branch 
was  opened  November,  22nd  1881,  and  the  Flemington  and 
Paper  Mill  branches  in  1884.  The  company  owns  the  Penn- 
sylvannia  and  New  York  Railroad,  and  also  the  Lehigh 
Valley  Railway  of  New  York,  and  leases  the  Southern 
Central  Raih-oad  of  New  York. 
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The  mileage  constituting  the  Lehigh  Valley  system  at 
the  present  time  is  as  follows :  Main  line,  from  Perth  Amboy, 
N.  J.,  to  Bufialo,  N.  Y. ,  440  miles ;  Lehigh  Valley  Terminal 
Railway,  from  South  Plainfield,  on  the  New  Jersey  division, 
to  Jersey  City,  about  25  miles;  Pennsylvania  and  New  York 
Canal  and  Railroad,  119*09  miles;  State  Line  and  Sullivan 
branch,  Monroetown,  Pa.,  to  Bemice,  Pa.,  24  miles;  Waverly 
and  State  Line  Raikoad,  Pennsylvania  State  line  to  Waverly, 
N.  Y.,  0*40  miles;  Loyalsock  branch,  Bernice,  Pa.,  to  end 
of  track,  16*29  miles;  Wilkes-Barre  and  Harvey's  Lake 
branch,  from  Mill  Hollow  to  Harvey's  Lake,  Pa.,  13*46 
miles;  Hayt's  Corners,  Ovid  and  Willard  Railroad,  3*83 
miles;  Lehigh  Valley  Railway  branches  in  New  York,  55*36 
miles;  Southern  Central  division,  North  Fair  Haven,  N.Y., 
to  Pennsylvania  State  line,  114  miles ;  coal  and  other  branches, 
148*86  miles;  making  the  total  mileageof  the  system,  986*94 
miles.  Adding  branches,  second  tracks,  etc.,  the  aggregate 
length  of  track  owned  and  operated  is  2,022  miles.  The 
company  operates  a  hue  of  six  wooden  and  five  steel 
steamers  on  the  lakes,  between  Buffalo  and  western  points. 
These  contribute  a  vast  bulk  of  freight  to  the  rail  system. 

The  Lehigh  Valley's  terminal  facihties  on  New  York  har- 
bour are  excellent,  and  consist  of  very  extensive  docks, 
basins,  wharves,  and  elaborate  appliances  for  the  handling 
of  coal  and  miscellaneous  freights,  while  the  Buffalo  terminals 
are  well  appointed  and  favourably  situated.  The  freight  yards 
of  this  company  are  the  largest  in  Buffalo,  over  300 
acres  on  the  lake  front  having  been  acquired  for  these  pur- 
poses some  years  ago.  On  this  tract  the  company  has 
constructed  splendid  docks,  coal  trestles,  and  freight  sheds; 
these  latter  possessing  storaga  capacity  for  250,000  barrels 
of  flour  alone.  A  great  coal  storage  station  on  Cheektowaga 
Creek  is  capable  of  holding  a  stock  of  175,000  tons  of  coal^ 
in  addition  to  that  handled  at  the  shipping  terminus  on  the  lake. 

In  1892  the  Lehigh  Valley  was  leased  to  the  Reading 
for  999  years  from  December  1st,  1890,  the  latter  company 
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guaranteeing  7  per  cent,  on  the  stock  and  agre^g  to  hand 
ov^  one-half  the  surplus  earnings  above  the  guaranteed 
dividends  up  to  10  per  cent.,  after  which  all  profits  are 
to  be  retained  by  the  lessee. 

The  following  is  a  summary  of  operations  during  the  last 
three  fiscal  years: — 


OPERATIONS. 


Passengers  carried, 

Tons  (2,0001b8.)  carried: 

Anthracite  coal 

Bituminous  coal  and  coke. 
Miscellaneous  freight 


Total  tons  carried 

Tons  (2,0001bs.)  carried  one  mile- 
Anthracite  coal 

Bituminous  coal  and  coke.  .* 

Miscellaneous  freight 


Total  tons  carried  one  mile. 
Average  rate  per  ton  per  mile.. 


1890—91. 
5,734,288 

10,332,954 

265,847 

5,230,913 


15,829,714 

1,025,069,687 

18,436,697 

846,678,263 


1,890,184,617 
0.774  ct. 


18S9-90. 
5,191,821 

9,101,824 

386,358 

4,971,706 


14,459,858 

937,363,086 
24,707,084 

744,5.50,288 


1,706,620,458 
0.780  ct 


EARNINGS,  EXPENSES  AND  CHARGES. 


Earnings — 

From  coal 

From  miscellaneous  freight. 

From  passengers 

From  express  and  maU 

From  other  items 

From  investments 


Total 

Oper.  expenses  (incl.  rentals  of  leased  lines) 

Net  revenue 

Charges — 
General  expenses,  interest  on  floating  debt, 

taxes,  loss  on  Morris  Canal,  etc 

Interest  on  bonds  (incl.  interest  on  guar. 

bonds  and  stocks) 

Dividends  on  pref.  and  com.  stocks 


Balance  to  profit  and  loss  account. 


1890-91. 

$ 
8,679,884 
5,944,821 
2,149,298 
158,102 
396,205 
1,581,951 


18,910,261 
13,075,910 


5,834,351 


723,510 

2,817,240 
2,027,370 


5,568,120 
266,231 


1889-90. 

$ 
8,093,860 
5,218,205 
1,954,048 
157,245 
304,636 
1,704,013 


17,432,007 
11,951,771 


5,480,236 


694,258 

2,651,120 
2,027,370 


5,372,748 
107,488 


1888-89. 
4,696,663 

9,322,425 

283,444 

4,205,713 


13,811,582 

1,001,194,520 

17,511,721 

594,201,206 


1,612,907,447 
0  805ct. 


1888-89. 

S 
8,647,464 
4,309,819 
1,839,729 
145,367 
160,762 
1^,912 


16,649,056 
11,393,475 


5,255,580 


945,768 

2,168,571 
2,018.201 


5,132,541 
123,039 


The  share  capital,  of  which  $106,300  is  preferred,  amounts 
to  $40,441,310,  and  has  during  recent  years  paid  5p.c.  interest ; 
under  the  lease  to  the  Reading  a  dividend  of  7p.c.  is  guaran- 
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teed.  The  shares  are  of  $50  each  and  theu*  quotation  fluctuates 
around  par.  The  funded  debt  amounts  to  $30,000,000  (mostly 
4^^,  5,  6  and  7  per  cents.)  while  interest  on  $18,200,000 
bonds  of  subsidiary   concerns  is  guai-anteed. 

THE   DELAWARE   AND    HUDSON   RR.    AND    CANAL   CO. 

This  is  an  old  company  and  a  large  earner  of  anthi^acite 
coal,  as  well  as  owner  of  several  railroads  and  a  canal, 
the  latter  having  been  commenced  in  1823,  and  worked 
regularly  since  its  completion.  The  company  pays  a  regular 
7  per  cent,  dividend,  and  chiefly  cultivates  coal  traffic  with 
the  North,  and  its  Scranton  and  Wilkes-Barre  termini  and 
coal  properties  are  connected  by  its  own  lines  with  Albany 
and  the  Canadian  border.  Its  canal  runs  from  Honesdale, 
near  Scranton,  to  Rondout  on  the  Hudson,  about  midway 
between  New  York  and  Albany,  and  mileage  and  trackage 
from  other  hues  swell  its  revenue  to  a  very  considerable 
extent.  The  canal  is  108  miles  long,  the  total  length  of 
owned  hues  197  miles,  and  the  entire  system,  owned,  leased 
and  controlled,  727  miles,  only  686  of  which  are  operated. 
The  Delaware  &  Hudson  has  at  various  times  been  presumed 
to  be  connected  with  Vanderbilt  interests,  although  it  is  only 
recently  that  such  connection  has  become  apparent.  The 
company  is  also  known  to  be  decidedly  friendly  towards, 
though  in  no  way  directly  connected  with,  the  Reading 
system. 
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SubjoiDed  are  statements  relating  to  the  company's  finances. 


INCOME  4CC0DNT. 

13B1. 

189a 

1889. 

1888. 

Hiaii'ts— 

« 

i 

S 

8 

B,39S.01O 

JmSffJ 

8.653,318 

iaa2efl67 

10,062.324 

10,468,674 

9.-l82,ir75 

9,554,221 

Froffl  jnlscellaucous •. ^ .•..,. . 

711,889 

911,963 

aaaaoo 

552,8y3 

Total 

19,109^93 

19.180,849 

18J157.593 

20,729.180 

13,511,776 

13,101,176 

12.992,868 

14,014.710 

3^,427 

6,079,872 

5,964,725 

6.684,471) 

Inteiest,  taxes  s  rentals 

3,3a3,.ST7 
2,204^ 

3,511,333 
2,568340 

3,426,829 

3,340336 

~2,K7.896 

3,344.134 

P 

itOFIT   ANI 

LOSS. 

1891 

1890 

188S. 

1888 

BrceipU— 

a 

S 

S 

S 

Sales  of  coal 
Canal  tolls 

7j-4  lU 
ViaTO 

7,875,379 

8,457,515 
59587 

10,604,465 
56,675 

Interest  on  invest  k  miacel 

6j6299 

85^784 

762,713 

626,328 

Coal  on  hand  Dec  31 

lOBlifiS 

320,927 

396.099 

201,299 

Total 

11206^4 

1,693,226 

1,081.517 

1,041,756 
12,530,522 

If>493jUO 

10,801,499 

10,757.435 

I>^iur««.«(s- 

coal  on  band  Jan  1 

320927 

396,099 

201.299 

183,697 

Mining  loal 

49b6,3j7 

4,675jl9 

4,757,'23I 

5,313,138 

Trans  to  tidewater  via  Erie 

71b  4!* 

5:S4,08a 

614,710 

1,164327 

Transport     expenses      canal 

rivBT  etc 

867  3a> 

988,576 

93232 

Interest 

721149 

989.894 

965,340 

986.994 

Terminal   eipenses  and  mta 

cellaneona 

4ae4&4 

489^3 

498,548 

436,262 

Taxes 

eoB743 

220.771 

165,834 

169,189 

Balance 

2201049 

2,566.338 

2.537.897 

3,344.134 

Total 

10,493,ji0~ 

10,801,499 

"10.757^435" 

12,530.523 
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GENERAL  BALANCE  AT 

Assets — 

Canal 

Railroad  and  equipment 

Real  estate 

Mine  improvem.  fixtures,  etc- 

Coal-yard,  barges,  etc 

Lack.  &  Susqueh.  RR 

N.  T.  ^  Canada  R.R 

Cherry  Yall.  Sh.  &  Al.  RR.... 

Mecnan.  &  Ft.  Ed.  RR 

Schen.  &  Mechan.  RR 

Alb.  &  Susq.  construction.... 

Coal  on  hand.  Dec.  31 

Advances  to  leased  lines 

Advances  on  coal  royalties... 

Miscellaneous  assets 

Telegraph 

Supplies,  tools,  etc 

Cash,    bills  and  accounts  re- 
ceivable   

Total  assets 

Lidbaities— 

Stock 

Bonds 

Other  accounts 

Surplus  fund 

Total  liabilities. 


THE  CLOSE 
1891. 
$ 
6,339,210 
9,345,802 
11,520,7801 
3,057,144 
1,064,907 
1,087,577 
4,083,030 
210,000 
54,998 
214,895 
345,523 
1,081,823 
376 
1,045,200 
4,672,601« 
18,708 
1,723,166 

1,740,226 


47,575,966 

30,000,000 
9,829,000 
1,924,198* 
5,822,768 


47,575,966 


OF  THE 
1890 
$ 

6,339,210 

8,534,119 

11.459,325 

3,033,469 

1,036,331 

1,062,467 

3,997,211 

210,000 

54,998 

214,895 

332,164 

320,927 

658,616 

989,204 

5,575,241 

18,708 

1,410,776 

6,011,780 


LAST  FOUR 
1889. 
$ 

6,339,210 

7,912,506 
11,097,451 

2,941,515 
995,206 

1,062,467 

3,921,027 
210,000 
59,972 
214,895 
215,641 
396,099 
71,065 
888,025 

5,095,366 
18,708 

1,552,483 

3,352,279 


51,259,445 

30,000,000 

15,378,000 

669,889 

5,211,556 


51,259,445 


46,341,960 

24,500,000 

15,378,000 

692,855 

5,771,105 


46,341,960 


YEARS. 

1888. 

$ 

6,339,210 

7,457,660 

10,894,093 

2,839,869 

890,208 

1,022,938 

3,895,666 

210,000 

59,972 

213,761 

93,418 

201,299 

328,933 

788,185 

4,176,519 

14,735 

1,261,877 

4,932,029 


45,620,372 

24,500,000 

15,378,000 

733,692 

5,008,680 


45,620372 


1  Of  this,  $5,699,641  is  Northern  Coal  &  Iron  Co. 

2  These  miscellaneous  assets  include  the  following:  Sundry  bonds,  $53,470 ; 
4,500  shares  Albany  &  Susquehanna  RR.,  $450,000;  16,000  shares  Rensselear  & 
Saratoga  RR.,  $1,600,000;  40,000  shares  Rutland  RR.,  $1,500,000;  Adirondack  RR. 
shares,  $711,149;  sundry  stocks,  $357,982. 

*  Interest  and  dividends  payable  January,  $443,828;  dividends,  interest  and 
bonds  unpaid,  $280,370;  loans  payable,  $1,200,000. 


THE   NEW   YORK,    SUSQUEHANNA  AND    WESTERN   RR. 

This  railway  is  the  smallest  of  all  coalers.  It  connects 
Jersey  City,  which  it  reaches  by  availing  itself,  under 
trackage  agreement,  of  the  Pennsylvania  RR.,  with  the 
iron  district  of  New  Jersey,  Middletown  and  Gravel 
Place,   the   total   length   of  its  lines  being  157  miles.  The 
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present  company  is  a  reorganisation  and  consolidation  of  the 
New  Jersey  Midland,  and  occupies  no  very  prominent  position. 
Prior  to  1891  no  dividend  was  paid,  but  a  small  return 
could  be  made  upon  the  preferred  stock  that  year.  The 
outstanding  securities  of  the  company  amount  to  $8,000,000 
6  p.c.  cumulative  preferred  stock,  $13,000,000  common  shares, 
and  $8,230,000  bonds  of  various  descriptions — rather  a  heavy 
capitalisation.  Fixed  charges  can  be  met,  but  it  appears 
doubtful  whether  the  common  stock  will  ever  receive  returns. 
The  business,  however,  is  progressive,  freight  and  pas- 
senger mileage  having  nearly  doubled  since  the  reorganisation 
of  the  old  company,  owing  to  the  development  of  local  business 
and  to  good  through  connections  with  the  Ontario  and 
Lackawanna  railroads.  Net  earnings  last  year  amounted  to 
$716,505,  and  fixed  charges  to  $511,025.  Below  is  the  usual 
financial  statement. 


Revenue — 

Gross  earnings 

Net  earnings 

Other  income 

Total 

Expenditure — 
Interest  on  bonds  .  •  . 

Rentals 

Mispellaneous 

Dividends 

Total  disbursements 
Balance,  surplus  .... 


1891. 
$ 
1.656,522 
716,455 
30.051 

1890. 

$ 

1,592.083 

670,946 

30,401 

1889. 
$ 
1,402,466 
551,438 
33,527 

1888. 
$ 

1,445,900 

595,910 

25,828 

746,505 

469,586 
26,446 
14,993 

100,000 

701,347 

445,459 
26,446 
25,776 

584,965 

441,120 
26,491 
12,955 

621,738 

441,120 

26,497 

2,699 

611,025 
135,480 

497,681 
203,666 

480,567 
-  103,498 

470,318 
151,420 

American  Railroads, 


20 


306  THE  "  COAL  ROADS."  part  iv. 


THE  PHILADELPHIA,  READING  AND  NEW  ENGLAND. 

This  company  is  a  consolidation,  under  the  auspices  of 
the  Phila.  &  Reading,  of  the  Central  New  England  and 
Western  ER.  and  Poughkeepsie  Bridge  companies,  which 
were  consolidated  in  July,  1892,  after  having  been  in  the 
hands  of  receivers  for  some  time.  By  securing  control  of 
these  companies — the  management  being  vested  ^ro /brma  in 
the  Philadelphia  and  Bound  Brook  Railway  Co. — the  Reading 
commands  the  only  unbroken  rail  connection  between  the 
anthracite  coalfields  and  New  England.  The  company  owns 
58  and  leases  120  miles,  and  the  first  mortgage  bonds  are 
guaranteed  by  the  Reading.  The  following  has  been  published 
with  regard  to  the  reorganisation: — 

"The  plan  contemplates  the  surrender  of  the  present  securi- 
ties and  the  creation  of  new  obligations  on  the  joint  railroad 
and  bridge  properties.  The  new  first  mortgage  bonds  are 
guaranteed,  principal  and  interest,  by  the  Philadelphia  & 
Reading  Company,  and  the  new  issue  of  securities  will  be 
as  follows: — 

First  mortgage,  4  and  5  per  cent $7,250,000 

Income  mortgage.  Series  A,  5  per  cent.,  non-cum 1,750,000 

Income  mortgage.  Series  B,  5  per  cent.,  non-cum.     ....  2,100000 

Preferred  stock,  5  per  cent., 2,000,000 

Common  stock                               4,600,000 

Over  $17,000,000  is  said  to  have  been  expended  on  these 
properties,  and  when  the  lines  now  in  coui^se  of  construction 
are  completed  they  will  afford  connection  in  New  England 
with  the  New  York,  New  Haven  &  Hartford  at  several 
points,  the  New  York  &  New  England,  the  Housatonic 
Raikoad,  the  Naugatuck  Railroad,  the  Boston  &  Maine  Rail- 
road, the  Connecticut,  and  the  Boston  &  Albany.'' 


CHAPTER  XIX. 

THE   PHILADELPHIA   AND   READING   SYSTEM. 

Even  before  it  gained  control  of  three  other  important 
coal  roads,  the  Philadelphia  &  Reading  was  one  of  the  most 
notable  systems  of  the  United  States,  and  since  the  consum- 
mation of  one  of  the  most  gigantic  combinations  ever  con- 
ceived it  has  attained  what  is  undoubtedly  a  national 
importance.  ControUing  both  the  production  and  the  trans- 
portation of  a  commodity  upon  which  more  than  upon  any 
other  the  industrial  greatness  of  the  East  depends,  this 
system  would  be  of  exceptional  significance  even  if  it  did 
not  possess  other  features  which,  for  almost  half  a  century, 
have  kept  it  prominently  before  the  public. 

The  Reading  was  projected  to  carry  coals  from  the  an- 
thracite coal  basin  in  Schuylkill  County  to  tidewater  in 
Philadelphia.  The  modest  line  originally  contemplated  was 
Uttle  over  a  hundred  miles  long,  but  by  degrees  it  grew 
into  a  system  embracing  over  8,000  miles  of  track;  and 
although  the  range  of  its  operations  was  extended  simulta- 
neously with  its  mileage,  the  Reading  continues  to  devote 
itself  chiefly  to  the  mining  and  transportation  of  coals.  But  it 
no  longer  carries  them  exclusively  to  its  original  terminus 
on  the  Delaware ;  it  has  its  own  lines  to  Philadelphia,  New 
York,  and  New  England,  and  its  own  terminals  on  Lake  Erie 
and  Lake  Ontario ;  it  made  arrangements  for  through  traffic 
with  the  Erie,  the  New  York  Central,  and  the  Baltimore  and 
Ohio,  and  owns  floating  equipment  and  depots  in  almost  every 
important    centre  of  the  East;  it  mines  the  greater  part  of 
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the  coal  it  carries,  and  has  a  passenger  service  on  some 
parts  of  its  system  as  excellent  and  on  others  as  proportion- 
ately important  as  can  be  found  anywhere  in  the  States. 
In  short,  the  Reading  system  of  to-day  represents  over 
$500,000,000  of  capital,  employs  100,000  men,  and  in 
local  importance  excels  by  far  any  other  railroad  in  the 
East. 

The  entire  system  consists  of  the  following  parts: — 

Phila,  &  Read,  BR,    Lines  owned  327  miles. 

proper:  „     leased  552     „ 

„     controlled  293     „ 

Total. 1,173  miles. 

New  Jersey  Cent  syst:  Lines  owned  1 56  miles, 

(leased  by  Ph.  &  R.)      „     leased  506     ;, 

Total 662     „ 

Lehigh  Valley  BR,   Lines  owned  and  leased 1,031     „ 

system:  (leased  by  Ph.  &  R.) 
Delaware,  Lackaivanna  &  Western 
(controlled  by  owners  of 

Lehigh  Yalley).  Total  operated 900     ,, 

Phila.  Reading  &  New  England 
(Indirectly  controlled  by 

Ph.  &  Reading).  Total  length 178     „ 

Total   length  of  lines  owned,  leased  and  controlled 

by  Ph.  &  Reading ' 3,944     „ 

In  the  chapter  preceding  this  details  relating  to  the  leased 
systems  are  given,  so  that  for  the  present  we  need  only 
describe  the  Reading  proper.  This  consists  of  a  large  number 
of  small  lines,  the  longest  of  which,  the  main  line  from  Phila- 
delphia to  Reading,  is  but  98  miles  in  length,  and  the  entire 
system  is  divided  into  44  separate  lines,  of  which  10 
are  owned,  19  leased,  and  15  controlled:  of  the  total 
445  miles  have  double  track  and  728  single,  and  the  total 
length  of  all  lines,  reduced  to  single  track  and  inclusive  of 
sidings,  amounts  to  2,460  miles.    Most  sections  are  provided 
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with  steel  rails,  which  on  the  main  lines  are  of  the  heaviest 
type,  on  branches  of  lighter  weight ;  wliile  some  feeders  and 
sidings  have  iron  rails.  The  railway  is  in  good  condition 
throughout;  indeed,  a  certain  part  of  it,  the  main  line  from 
Philadelphia  to  Bound  Brook,  which  is  connected  with  Jersey 
City,  is  commonly  regarded  as  the  best  piece  of  track  in 
the  country;  as  mentioned  before  (p.  114)  several  records 
have  been  made  on  this  division.  Yet  it  cannot  be  said  that 
the  Reading,  on  the  whole,  creates  a  very  favourable  im- 
pression, no  matter  at  which  point  we  see  it;  especially 
in  Philadelphia  it  looks  far  from  perfect.  In  that  city  it 
runs  through  a  number  of  anything  but  inviting  streets,  the 
rails  resting  on  the  level  ground  like  those  of  a  tramway. 
The  stations  might  most  appropriately  be  called  sheds,  and 
are  by  no  means  in  keeping  with  the  requirements  of  such 
an  important  passenger  Une.  They  point  to  the  regrettable 
fact  that  passenger  traffic  has  long  been  neglected  and  does 
not  flourish.  With  the  goods  terminus,  however,  it  is  different, 
and  at  Port  Richmond,  on  the  Philadelphia  river  front,  the 
road  possesses  superior  accommodation  in  vast  yards,  covered 
with  tracks,  sheds,  and  sidings,  while  there  are  excellent 
means  for  the  conveyance  of  coals  and  merchandise  to  the 
water's  edge.  As  to  the  passenger  accommodation  in  Phila- 
delphia, its  inferiority  is  for  the  greater  part  accounted  for 
by  the  secret  and  open  opposition  of  the  powerful  Pennsylvania 
Railroad,  wliich,  as  has  been  remarked  in  a  previous  chapter, 
for  years  successfully  opposed  the  acquisition  by  the  Reading 
Company  of  adequate  terminal  facilities  in  Philadelpliia. 
Indeed,  it  is  only  quite  recently  that  the  Reading  company 
succeeded  in  obtaining  permission  to  build  a  new  terminus 
in  a  very  central  position,  at  12th  and  Market-streets, 
a  few  blocks  above  the  fine  Pennsylvania  "  depot "  opposite 
City  Hall,  and  in  a  situation  a  trifle  better  than  that 
of  the  Pennsylvania  terminus.  This  new  station,  whence 
the  trains  will  run  along  an  elevated  road,  will  probably 
become   one   of  the  best  appointed   termini  of  the  States, 
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and  there  can  be  no  doubt  that  it  will  cause  a  great  increase 
in  passenger  traffic,  for  it  need  hardly  be  said  that  many 
travellers  abstain  from  patronising  the  Beading  on  account 
of  its  bad  stations  in  Philadelphia.  To  illustrate  how  far  tliis 
goes  it  may  be  mentioned  that  within  five  years  the  number 
of  passengers  arriving  at  or  departing  from  the  Penna.  RR. 
station  increased  a  hundred  per  cent.,  whereas  during  the 
same  period  the  traffic  to  and  from  the  two  Reading 
terminus  only  grew  to  the  extent  of  fifteen  per  cent.  Hence 
it  may  be  confidently  expected  that  improved  accommodation 
will  considerably  increase  the  Reading's  passenger  traffic, 
especially  as  this  road,  owing  to  its  numerous  branches 
which  radiate  from  Philadelphia,  will  enjoy  special  advant- 
ages in  the  conduct  of  local  traffic  with  Northeastern  Penn- 
sylvania. A  subsidiary  company,  the  Philadelphia  &  Reading 
Terminal  Company,  has  been  formed,  having  a  capital  of 
$8,500,000,  and  guaranteeing  the  terminal  bonds,  secured 
by  a  mortgage  upon  the  property,  which  are  issued  by  the 
railway. 

The  Reading,  as  is  well  known,  has  its  own  Une  from 
Jersey  City  to  Philadelphia,  connecting  with  the  Baltimore 
&  Ohio  RR.  (g.  v,)  in  its  fine  station  on  Chestnut-street. 
Only  as  far  as  Bound  Brook  (where  the  new  line  to  Port 
Reading  branches  off)  does  this  line  belong  to  the  Reading, 
the  short  section  between  Bound  Brook  being  the  property 
of  the  Jersey  Central,  over  which  the  Reading  trains  run 
under  a  traffic  agreement  arrived  at  when  the  J.  C.  was 
leased  to  the  Reading  for  the  first  time.  As  has  been  indicated 
above,  this  section  is  one  of  the  finest  pieces  of  track  in  the 
world,  and  trains  which  covered  a  mile  in  SQ^/g  seconds  have 
been  run  on  it.  This  part  of  the  system  in  particular  will 
derive  considerable  benefits  from  the  completion  of  the  new  ter- 
minus in  Philadelphia;  at  present  the  Pennsylvania  has  the 
lion's  share  of  the  traffic  between  New  York  and  that  city. 

Leaving  Philadelphia  along  the  double-tracked  main  Une, 
we  follow  the  banks  of  the  Schuylkill,  a  river  running  through 
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u  very  pretty  country  and  leading  into  the  heart  of  the 
>coal  region.  This  little  stream  is  lined  with  railways  on 
both  sides,  a  Pennsylvania  branch  running  parallel  with 
the  Reading  as  far  as  Pottsville.  In  addition  there  is  a  second 
Reading  line  going  as  far  as  Norristown,  about  15  miles 
west  of  Philadelphia.  Following  the  main  line  we  pass 
PhcDenixville  and  Pottstown,  crossing  the  Schuylkill  at  the 
former  place,  whence  we  reach  Reading  by  passing  along 
the  northern  banks  of  that  river.  Reading  is  the  junction 
of  various  roads  belonging  to  this  company,  and  the  Lehigh 
4ind  Susquehanna  Valley  connections  meet  the  main  line  at 
this  point.  The  station  is  of  a  very  peculiar  shape,  being 
built  in  the  form  of  a  triangle  with  concave  sides,  each 
side  being  reserved  for  trains  in  one  of  the  three  main 
directions,  while  the  various  rails  meet  and  intersect  each 
other  at  the  corners,  and  a  lawn  with  a  splashing  fountain 
occupies  the  centre  of  the  station. 

Reading  is  a  busy  city  with  70,000  inhabitants,  mostly 
employed  in  the  manufacture  of  iron  or  in  the  workshops  of 
the  Reading  Railroad,  while  numerous  farms  are  situated  on 
the  surrounding  hills,  this  neighbourhood  being  part  of  the 
^^  garden  region "  of  Eastern  Pennsylvania.  Resuming  our 
journey  along  the  main  line,  a  run  of  half-an-hour  brings 
us  to  Port  Clinton,  an  important  traffic  centre,  where  lines 
to  Williamsport  and  Harrisburg  branch  off.  Next  we  arrive 
at  Schuylkill  Haven,  the  head  of  canal  navigation,  and 
finally  we  alight  in  Pottsville,  a  city  with  a  population  of 
20,000,  where  the  Reading  meets  various  branches  running 
into  the  adjacent  coal  districts.  In  former  times,  when  the 
mines  were  still  owned  by  individuals,  Pottsville  was  the 
leading  coal  market  of  Eastern  Pennsylvania,  but  after  the 
creation  of  coal  and  iron  companies  Philadelphia  took  its 
place  as  such,  and  to-day  the  snug  httle  town  is  little  more 
than  a  freight  centre.  It  is  situated  in  a  central  position 
between  the  three  great  basins  into  which  the  anthracite 
district   is    divided;    to    the   north  is  Carbon  County,  with 
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Mauch  Chunk,  on  the  Lehigh,  for  its  centre.  These  are 
the  oldest  fields  in  Pennsylvania,  and  contain  the  hardest 
coals.  To  the  northwest  and  west  of  Pottsville  we  have 
the  Middle  Basin,  including  the  Mohanoy  and  Shamokin 
Valleys,  and  to  the  southwest  we  find  the  mines  of  Schuylkill 
County,  where  most  of  the  Reading  properties  are  situated^ 
where  the  line  practically  possesses  a  monopoly  of  the  traffic^ 
and  whence  it  receives  most  of  its  coal  freights.  It  is  a 
rough  and  uninviting  country,  with  a  black  and  desolate 
look,  chiefly  caused  by  the  forest  fires  which  changed  the 
green  trees  of  the  hills  and  mountains  into  one  black  mass. 
The  main  feeder  of  the  road  runs  in  a  southwestern  direction, 
and  from  it  dozens  of  very  short  lines  extend  to  the  various 
mines  near  by.  There  are  scores  of  pits  and  "breakers,"  the 
latter  being  shops  built  above  the  ground,  where  the  hard 
coals  are  crushed  into  marketable  shape,  and  where  the 
"  short"  coals  are  cleared  of  refuse  by  means  of  water-jets. 
This  latter  operation  is  rather  costly,  yet  it  is  necessary, 
as  unwashed  coals  find  little  favour  with  the  pubhc  because 
they  make  very  bad  fuel.  From  the  breakers  the  coals  sUde 
into  the  cars  with  a  deafening  noise. 

The  Carbon  County,  Middle,  and  Schuylkill  County  basins 
are  the  principal  fields  tributary  to  the  Reading  system, 
but  in  the  same  degree  as  we  approach  the  Lehigh  Valley 
the  Reading's  share  of  the  traffic  falls  off  and  the  competition 
of  other  hues  increases,  reaching  a  climax  in  Wilkes-Barre 
and  Scranton  on  the  Susquehanna,  which  river  describes  a 
semi-circle  as  it  runs  from  that  town  to  Harrisburg.  Here 
we  find  the  Erie,  Delaware  &  Hudson,  Jersey  Central  and 
Lehigh  Valley  raih*oads  as  well  as  the  Pennsylvania  Railroad 
branches,  all  catering  for  traffic,  and  together  owning  a 
bewildering  maze  of  tracks.  As  far  as  Scranton  the  country 
has  almost  everywhere  the  same  aspect ;  it  is  rugged,  barren, 
black,  and  full  of  steep  hills,  pits,  and  railroads.  The  annual 
output  of  the  entire  region  amounts  to  between  35,000,000 
and  40,000,000  tons  Of  anthracite  coal,  and  of  this  quantity 
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the  Reading  moves  about  8,500,000  (not  including  the  coals 
used  by  the  company),  or  about  one-fifth  of  the  total  pro- 
duction. The  directors  have  always  maintained  that  this 
proportion  is  much  too  small,  and  should  amount  to  one-third ; 
and  under  recent  arrangements  it  does  not  seem  improbable 
that  the  Reading  proper  will  reach  the  latter  figure. 
In  1891  President  McLeod  secured  an  addition  of  1,500,000 
tons  per  annum  at  one  stroke  by  entering  into  a  contract  with 
Messrs.  Coxe  Brothers,  one  of  the  largest  mining  firms,  and 
since  then  the  prospects  of  the  company,  as  will  be  seen 
below,  have  improved  considerably.  Nor  can  it  be  denied 
that  the  Reading  could  claim  a  greater  share.  It  controls 
the  entire  output  of  one  of  the  most  prolific  districts — thie 
Schuylkill  Basin — and  taps  the  others.  It  is  the  oldest  line 
between  the  coal  fields  and  tidewater,  and  moreover  has 
the  advantage  of  possessing  a  road  which,  so  to  speak, 
runs  continuously  down  grade,  so  that  business  is  conducted 
under  the  most  favourable  circumstances.  For  these  reasons 
it  is  claimed  that  the  Reading  ought  to  have  a  greater  share 
of  the  anthracite  traffic,  but,  as  we  shall  see  below,  there 
are  still  more  potent  reasons  why  the  road  did  not  get 
what  it  deemed  its  due  proportion. 

The  gradual  development  of  the  Reading  has  been  inter- 
fered with  to  a  considerable  extent  by  mistakes,  misfortunes 
and  malpractices.  Like  that  of  the  Erie,  the  financial  record 
of  this  company  has  from  its  earliest  days  until  com- 
paratively recently  been  far  from  satisfactory. 

Almost  as  soon  as  the  charter  was  obtained,  malpractices 
began.  In  1833  the  State  Legislature  passed  a  Bill  conferring 
powers  to  build  a  line  of  railway  connecting  Philadelphia 
with  Reading,  and  the  company  issued  shares  to  the  amount 
of  $2,000,000.  The  public,  to  whom  railroads  seemed  adven- 
turous enterprises,  was  by  no  means  eager  to  subscribe,  ai;id 
two  years  elapsed  before  funds  sufficient  to  commence  con- 
struction were  raised.  As  soon,  however,  as  building  operations 
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began,  the  fii-ms  of  John  Gihon  and  Co.,  of  New  York, 
and  McCahnont  Bros.,  of  London,  became  connected 
with  the  company  as  "financial  agents,"  and  shortly  after 
their  first  transactions  these  houses  secured  control.  In 
order  to  provide  funds  wherewith  to  complete  the  hne 
to  Reading  they  issued  a  first  mortage  loan  of  $1,000,000, 
and  later  bonds  for  $2,000,000  and  $500,000  were  sold  to  pay 
for  extension  of  the  line  to  Pottsville.  These  loans  were  not, 
as  they  should  have  been  in  order  to  be  lawful  obhgations, 
authorised  by  the  Pennsylvania  Legislature,  but  the  Reading 
rarely  showed  great  deference  towards  the  law ;  the  required 
authorisation  was  granted  long  after  the  funds  thus  raised  were 
spent  on  the  railroad.  In  1842  the  extension  to  Pottsville  was 
completed,  and  in  that  year  it  was  stated  that  the  company  had 
expended  $7,119,292,  this  amount  representing  the  very  high 
price  of  nearly  $75,000  per  mile  of  single  track.  As  from 
the  foregoing  we  have  seen  that  but  $5,500,000  shares  and 
bonds  were  issued,  it  is  clear  that  the  company  was  in  debt 
to  the  extent  of  rather  more  than  $1,600,000,  but  the 
actual  amount  was  appreciably  higher  since  the  bonds  were 
sold  at  a  considerable  discount.  This  sale  below  par  was 
unlawful,  but  the  law  was  easily  evaded,  the  bonds 
being  sold  in  New  York  by  the  "financial  agency'' 
of  the  company,  domiciled  outside  of  the  jurisdiction  of  the 
State  of  Pennsylvania.  In  1843  a  new  mortgage  of  $2,000,000 
was  taken  up,  and  in  the  following  year  another  of 
$1,500,000 ;  both  being  stated  to  be  needed  for  the  com- 
pletion of  double  tracks.  These  were  ready  in  1845,  having 
cost  $9,398,354,  of  which  $2,010,000  were  share  capital, 
$6,640,900  bonded  debt,  and  the  rest  fioating  debt.  The 
latter  being  increased,  the  following  year  saw  the  "  cost  of 
road,  etc."  raised  to  a  little  more  than  $10,000,000;  and, 
by  the  way,  during  the  same  year  the  State  Legislature  passed 
a  law  granting  one  vote  to  every  $200  of  stock.  Up 
to  that  date  no  large  dividend  had  been  paid,  the  road 
requiring  constant  betterments,  which,  it  seems,  were  charged 
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to  revenue.  Yet  it  was  desirable  to  "  support  quotations,"  and 
in  consequence  a  scrip  dividend  of  10  per  cent,  was  declared 
in  1846,  and  one  of  12  per  cent,  in  1847,  this  scrip,  of 
course,  constantly  increasing  the  amount  of  stock  outstanding. 
Meantime  the  issue  of  new  bonds  went  on  merrily,  and  by 
1858  the  "  cost  of  road ''  reached  the  phenomenally  high 
figure  of  $196,558  a  mile.  In  that  year  the  Lebanon 
branch  was  bought  at  $83,162  a  mile,  and  the  length 
of  the  road  thereby  increased  to  152  miles.  In  1860  the 
"  cost  of  road ''  had  reached  the  startling  sum  of  $24,161,889, 
a  fact  which  induced  the  State  authorities  in  Harrisburg  to 
pass  a  special  act  forbidding  the  issue  of  further  Reading 
stock  without  previous  authorisation. 

So  far  the  presidents  had  been  suppUed  by  the  two 
firms  of  New  York  and  London.  Mr.  Tucker,  formerly  em- 
ployed by  Gihon  and  Co.,  resigned  his  office  in  1857  on 
account  of  the  failure  of  that  house,  because  this  unfortunate 
event  damaged  the  "  credit "  of  the  road.  That  gentleman's 
services  being,  however,  indispensable,  —  he  was  the  only 
member  of  the  board  intimately  acquainted  with  the  affairs 
of  the  company — he  was  made  a  director  with  the  salary  of  a 
president,  and  Mi\  Cullen,  formerly  of  McCalmont  Bros., 
succeeded  him  in  the  chair.  But  President  Cullen  speculated 
too  much  on  his  own  account,  and  as  soon  as  his  employers 
heard  of  this,  one  of  them  came  to  Philadelphia,  deposed  him, 
and  appointed  Mr.  C.  E.  Smith  instead.  Under  Mr.  Smith's 
management  the  road  reached  an  unprecedented  prosperity, 
chiefly  owing  to  better  times,  but  to  no  small  extent  due 
to  the  ability  and  foresight  wherewith  that  gentleman  con- 
ducted its  affairs.  Soon  after  his  advent  the  war  broke  out, 
and  the  Navy  required  large  quantities  of  fuel,  which  were 
fetched  from  the  Delaware;  and  when  the  war  was  over 
the  Reading  had  its  part  of  the  general  prosperity  which 
set  in  owing  to  the  requirements  of  the  exhausted  South. 
The  gross  earnings  of  the  road  in  consecutive  years  strikingly 
illustrate   the   extent   of  this  expansion  of  its  business;  for 
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whereas  these  earnings  in  1861  amounted  to  only  2*9 
millions  of  dollars,  they  reached  6*3  mOlions  in  1863,  9*3 
in  1864,  11-1  in  1865,  and  10*9  millions  of  dollars  in  1866, 
an  increase  which  is  remarkable  even  if  we  make  due 
allowance  for  the  depreciation,  of  the  currency  and  its 
consequences.  In  spite  of  the  reckless  policy  of  former  years, 
and  of  the  formidable  fictitious  element  in  the  capitahsation 
of  the  company,  heavy  dividends,  and  earned  dividends,  too, 
were  possible.  But  Mr.  Smith  preferred  to  redeem  the 
floating  debt  as  far  as  possible,  and  paid  his  dividends 
in  shares,  although  this  policy  was  not  approved  of  by  Messrs. 
McCahnont.  One  of  the  most  notable  acts  of  Mr.  Smith 
w^as  the  opposition  of  a  Bill  in  the  Harrisburg  Congress  which 
would  have  empowered  various  other  companies  to  build 
new  lines  in  the  coalfields;  the  Reading  Company  was 
represented  by  Attorney  Gowen,  subsequently  its  president, 
and  succeeded  in  keeping  the  other  roads  outside  Schuylkill 
County,  where  the  Reading  still  has  the  monopoly,  and 
where  the  centre  of  its  mining  and  freight  business  is  situ- 
ated. This  placed  the  railway,  as  far  as  the  Southern  Basin 
was  concerned,  in  a  more  advantageous  position  than  any 
other  coal  system  in  that  region.  The  Schuylkill  County 
fields  are  those  nearest  to  tidewater,  and  they  are  so  situated 
that  trains  from  there  to  Philadelphia  pass  what  practically 
is  a  declining  plane  following  the  Schuylkill  Yalley,  while 
other  lines  have  to  ascend  before  they  can  reach  the 
Atlantic  slope.  In  consequence,  a  Reading  train  easily 
pulls  700  or  800  tons,  while  others  up  to  the  point  where 
they  get  on  downward  grades  have  to  ascend  and  cannot 
carry  more  than  half  this  weight.  Further,  during  Mr. 
Smith's  presidency  the  mileage  rose  from  152  to  175,  the 
train  mileage  trebled,  a  reserve  fund  of  $2,000,000  was 
created,  and  the  quotation  of  shares,  then  almost  entirely  held 
in  England,  rose  above  par.  All  this,  it  is  true,  would  have 
been  impossible  but  for  the  prosperous  times ;  but  it  cannot  be 
doubted   that   Mr.    Smith   possessed   the   faculty   of  taking 
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the  utmost  advantage  of  favourable  extraneous  circumstances. 
When  Mr.  Smith  resigned,  owing  to  ill-health,  he  was 
succeeded  by  Mr.  Gowen.  Again  the  road  was  driven  back 
upon  its  old  course,  though  not  to  the  same  extent  as  under 
the  Tucker-CuUen  reign.  Yet  Mr.  Gowen's  term  of  office 
was  disastrous  in  its  consequences,  because  it  was  under 
his  management  that  the  company  took  a  step  which 
for  many  years  after  proved  its  principal  drawback — it 
became  a  large  owner  of  coal  and  iron  mines.  For  this  new 
departure  there  were  various  excuses,  or  as  they  were  called  at 
the  time,  reasons.  The  price  of  coal  was  frequently  reduced  by 
over-production,  which  caused  lower  wages  and  strikes,  and  the 
strikes  again  seriously  interfered  with  the  regularity  of  output 
and  traffic.  Hence  the  coal  companies  were  formed  with  the 
object  of  regulating  output  and  prices,  of  increasing  profits  and 
wages,  and  of  averting  disputes.  At  the  time  it  was  illegal 
for  a  Pennsylvanian  railroad  company  to  become  an  owner 
of  mines.  But  in  America  people  are  very  ingenious  in 
devising  means  to  evade  laws,  and  hence  a  separate  company 
was  formed  to  buy  coalfields  and  iron  mines,  while  the 
Reading  held  all  the  shares  of  the  new  concern.  If  the 
newly-acquired  properties  had  been  paid  for  according  to 
their  intrinsic  value  their  purchase  might  not  have  been 
such  a  bad  performance  after  all.  But  there  seems  to  have 
been  no  end  of  robbery,  jobbery,  and  "speculation"  on  the 
part  of  officials,  and  in  consequence  the  Coal  and  Iron 
Company,  with  its  wholesale  and  retail  business,  became  a 
cui'se  instead  of  a  boon  and  a  blessing  to  the  pai^ent  company, 
especially  as  control  of  output  and  markets  proved  impossible. 
All  coal  companies  which  became  connected  with  railways — 
and  most  of  them  did — have  been  involved  in  financial 
troubles  from  the  very  moment  they  came  into  existence, 
and  the  Philadelphia  and  Reading  Coal  and  Iron  Company 
has  been  responsible  for  most  of  the  embarrassments  which 
the  railroad  company  afterwards  got  into.  As  an  excuse 
for  this  erroneous  policy  of  acquiring  coal  lands,  the  indu-ect 


I 


318  THE  PHILADELPHIA  AND  READING  SYSTEM,     part  iv 

advantages  the  railroad  company  derives,  the  absolute  neces- 
sity of  acquiring  them  in  order  to  secure  a  profitable  traffic, 
and  their  intrinsic  value  were  repeatedly  pointed  out.  For 
example,  Mr.  Gowen,  in  a  circular  issued  in  1874,  esti- 
mated the  coals  they  contained  at  5,000,000,000  tons, 
although  in  1876,  in  a  speech  at  the  Cannon-street  Hotel, 
he  was  more  modest  in  his  estimate,  and  computed  them  at 
2,000,000,000  tons,  "  representing  at  but  25  cents  a  ton  an 
intrinsic  value  of  $500,000,000, ""  Since  several  centuries 
will  elapse  before  they  can  be  sold,  it  need  hardly  be  said 
that  the  "intrinsic  value''  is  chiefly  imaginary;  but  in  spite 
of  their  obvious  fallacy  these  figures  as  well  as  the  "justifying  " 
statements  served  their  purpose,  and  the  Coal  Company  was 
authorised  to  issue  $64,000,000  of  fresh  bonds.  New  lines, 
mines,  and  canals,  many  of  which  were  losing  concerns, 
were  bought  or  constructed,  unearned  dividends  paid,  mis- 
leading statements  circulated,  and  so  on.  In  July,  1874,  a 
new  general  mortgage  of  $60,000,000  was  created  and  issued 
in  blocks  of  $10,000,000,  which  the  public  was  persuaded  to 
take  up  by  all  kinds  of  clever  but  contemptible  devices.  As 
an  illustration  I  may  mention  that  the  first  amount  of 
$10,000,000  of  the  general  mortgage  was  issued  in  July,  1874, 
under  promise  "  not  to  issue  the  second  block  before  1876, 
and  unless  the  company  pays  10  per  cent,  dividend."  Now, 
the  annual  report  of  1874  was  exceptionally  brilliant, 
although,  as  is  well-known,  it  contained  false  statements  and 
false  figures.  In  December,  1875,  the  "  regular  quarterly 
dividend  of  2^  per  cent."  was  declared,  payable  in  London 
January  25th,  1876.  Early  in  January,  3  876,  the  pros- 
pectus of  the  second  $10,000,000  block  appeared,  and  on 
the  strength  of  the  fine  figures  taken  fromthereport  of  1874 
was  eagerly  responded  to  by  the  public.  Yet  at  the  time  tliis 
beautiful  prospectus  was  issued  the  annual  report  for  1875, 
showing  that  the  " regular  quarterly  dividend"  was  unearned, 
was  at  the  printers.  Of  course  there  were  some  hearted 
debates  in  England,  but  so  far  no  dowmight  indignation. 
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Thus  in  various  ways  Messrs.  McCalmont  contrived  to  do 
whatever  they  Uked,  and  the  condition  of  the  company  grew 
worse  and  worse.  Between  1871  and  1876,  on  a  capital  of 
$34*2  millions,  $15*7  millions  of  unearned  dividends  were 
paid,  and  as  the  McCalmonts  held  $12,000,000  shares  they 
received  $5,600,000  of  these  distributions  and  three  of  their 
brothers-in-law  got  $950,000  on  $2,000,000  shares.  About 
1876  some  people  began  to  foresee  that  matters  would  lead  to 
a  crisis,  and  Mr.  McKean,  a  brother-in-law  of  McCalmont, 
sold  his  interest  ($1,000,000  nominal),  which  brought  the 
price  down  from  53  to  44.  It  is  notorious  that  after  this 
event  Messrs.  McCalmont  sent  £450,000  to  Philadelphia  "  to 
support  the  market,"  and  that  one  of  the  partners  bought 
100,000  shares.  But  so  many  were  ready  to  sell  that  the 
device  failed,  and  when  these  orders  had  been  executed  the 
quotation  of  Reading  stock  fell  to  21,  which  absorbed  the 
£450,000.  Of  course  such  a  serious  decUne  was  not  without 
causes,  and  among  these  was  the  discovery  that  the  company 
had  a  floating  debt  of  $7,000,000.  This  was  accidentally 
found  out  by  Mr.  Smith,  who  was  still  a  member  of  the 
board,  and  the  fact  was  revealed  that  on  the  last  day  of 
the  fiscal  year  this  debt  was  transferred  to  the  Coal  Com- 
pany's books  in  order  to  keep  it  out  of  the  annual  report. 
Mr.  Smith  asked  for  a  committee  of  investigation,  which 
was  at  fii'st  refused;  he  repeated  his  demand  at  a  stormy 
meeting  in  London  after  he  had  tendered  his  resigna- 
tion, and  then  it  was  acceded  to,  but  the  report  of  the 
committee  was  of  little  avail:  it  was  simply  suppressed. 

These  are  but  a  few  facts  collected  from  a  large  number 
of  pamphlets  and  books  in  the  Public  Library  of  Philadelphia. 
Space  does  not  permit  reference  to  more  details,  but  the 
foregoing  are  sufficient  to  illustrate  how  the  laws  of  honesty 
and  sound  financing  were  violated.  It  is  evident  that  a 
company,  even  when  possessing  such  intrinsic  strength  as 
has  always  been  a  feature  of  the  Reading,  cannot  with- 
stand   the    strain    caused    by    dishonest    and  injudicious 
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management  and  a  heavy  capitalisation,  and  it  can  therefore 
cause  no  surprise  that  the  company  in  1880  was  unable  to 
meet  its  obligations,  and=  was  entrasted  to  the  temporary 
management  of  official  receivers.  In  1883  a  readjustment 
plan  was  adopted  and  the  receivers  discharged,  but  the  relief 
thus  provided  proved  to  be  insufficient,  and  in  1884  default 
was  again  made.  At  the  close  of  1886  a  plan  of  reorga- 
nisation was  adopted,  and  the  company  resumed  the  control 
of  its  property  on  January  2nd,  1888.  (It  should  be  men- 
tioned that  the  reorganisation  of  1887  resulted  in  the  Jersey 
Central  avaihng  itself  of  the  opportunity  offered  to  it  to 
terminate  its  lease  to  the  Reading.)  The  purpose  of  the 
reorganisation  was  to  redeem  the  floating  debt  and  receivers' 
certificates,  to  reduce  fixed  charges  for  interest  and  rentals, 
and  to  change  existing  securities  in  such  manner  and  by 
the  aid  of  income  bonds  as  would  cause  interest  upon  the 
old   securities   to   be  payable   only  when  earned.  ^   Before 

1  The  following  details  refer  to  this  reorganisation:— 

The  capital  for  conversion  under  the  scheme  was  grouped  as  foUows—the 
"Prior,"  "Consolidated,"  and  "Improvement"  mortgages,  being,  however, untouched 
by  the  reorganisation. 
New  4  per  cent,  general  mortgage,  issued  for:^  S 

Bonds,  etc.,  real  estate 2,10J,000 

Greneral  mortgage,  etc.,  scrip 1,697,220 

Car  trusts 2,222,000 

General  mortgage 24,681,000 

Divisional  bonds  of  Coal  and  Iron  Company 12,186,000 

Advances  of  interest  on  deposited  bonds 3,000,000 

Redemption  of  collaterals 3,500,000 

Working  capital 3000,000 

52,386,220 
New  first  income  bonds  issued  to  :— 

General  mortgage  bondholders 11,946,880 

others  in  exchange  for  cash  assessments 12,463,942 

24,410,822 
New  second  income,  issued  in  exchange  for  :— 

i  Income  bonds,  1876,  convertible  adjustment  scrip    ....  9,834.730 

I  Interest  to  31st  May,  1887 2,323,368 

(Debenture  and  guaranteed  scrip 557,569 

interest  to  31st  May.  1887 149,719 

Five  per  cent,  consols,  1st  series,with  coupons  to  21st  May,  1887  8,981 ,477 

(  Half  of  5  per  cent,  consols,  2ind  series 3,637,526 

i  Interest  t6  31st  May,  1887 656,119 

26,140,518 
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this  reoi^nisation  fixed  charges  amounted  to  $7,577,000  for 
interest  and  $3,608,000  for  rentals;  after   its  eoinpletion  a 

(Contlaued  from  p.  320) 

New  third  in<!ome  bonds,  iasaed  In  exehnnge  for;—  S 

(  Hair  of  5  per  c«nt,  conaolB,  2nd  series 3.6*7,526 

<  rnteroBt  to  31st  May,  1867 656.119 

\  Convertible  T  per  cent,  debentures 6,349,000 

( Interest  to  31st  May,  1887 1.31332 

\  Debentures  (railroad) 652,201 

<  Interest  to  31st  May.  1887 l«l,350 

J  Debentures  (Co»l  and  Iron  Company) 1,117,00 

(Interest  to  31st  May,  1887 269,308 

Prererence  stock  at  355  per  share 821.150 

14,966^18 
—The  assessment  of   SIO  per  share,  of  t50  on  capital  stock,  and  of  S^f  per 
cent,  on  deferred  bonds  is  represented  by  an  equiTalentamountof  newSpercent 
flmt  Income  bonds  as  stated  above. 

The  table  deals  only  with  the  fixed  charges.  Beyond  the  prior  mortgage  tad 
new  bond  capital  theie  will  remain- 
Capital  stock. »3835,0T6 

Deferred  bonds  (at  issue  priee  of  30  per  cent.)  .   .    .      t6,225,^ 
There  was  a  loss  of  t673,600on  the  Scauylklll  and  SuequehannaCanftla  in  18B5. 
Jn  fature  no  rental  above  earnings  shall  be  paid  in  either  case. 

The  style  or  old  and  titles  of  new  secorities  and  1 
officially  stated  as  below:— 


It  due  thereon  ai 


Prior  moctesgea  .  .  .  . 
Consolidated  mortgage. 
Improvement  ID"  


General  mortgage 

:  and  Iron  Co.'b  bonda.  bearing  interest . 

..   me  bonds,  1876 

Convertible  adjuatmcnt  scrip 


t.  consols,  drst  series  .  .  .  . 
t.  consols,  second  series  .  . 
tevcn  per  cent,  debentures.  ■ 


Preference  si 


n  floating  debt.  1. 


Largely  added .„ 

In  Nov.,  1885,  as  823,517. 623— inoludine 

ceiiiacates  —99,240,957  secured  by  collaterals  . 

Total  interest  chaises,  1885 

Total  rentals,  1885  (eiclnding  Central  of  New  Jersey) 

TdUI  rentals,  1865 »9,54fl.f"" 

Less  Central  Sew  Jersey 5.939,t 


5.216.700 
18^111. 000 

9,36J.00f 
33,421.700 

2WI,200 


a478j»0 
3.072,730 
^8,855 
4,158,000 
2,194,000 
lall  6,000 
6623» 
846,950 


American  Bailroails. 
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reduction  to  $7,508,000  for  interest  and  $2,350,000  for 
rentals  was  effected;  but  since  the  income  bonds,  all  of 
which  are  non-cumulative,  can  hardly  be  included  among- 
fixed  charges,  the  latter  have  practically  been  reduced  from 
$11"18  to  $6'57  millions,  and  the  danger  of  renewed  diffi- 
culties may  therefore  be  said  to  have  disappeared.  Since 
the  reorganisation,  earamgs  have  always  considerably  exceeded 
the  minimum  requu-ed  to  meet  fixed  charges. 

The  reorganisation  provided  for  the  creation  of  $100,000,000 
4  p.c.  general  mortgage  bonds,  $24,410,822  5  p.c.lstincomes, 
S2G,140,518  5  p.c.  2nd  incomes,  and  $14,956,016  5  p.c.  Si-d 
incomes. 


In  proportion  to  its  length  the  Reading  has  excellent  earnings^ 
amounting  to  $21*8  millions  gross  and  $9*99  millions  net,  the- 
proportion  of  expenses  to  gi'oss  receipts  being  unusually 
small;  and  it  is  mainly  owing  to  this  that  the  company 
can  cope  with  the  requh'ements  of  a  capitalisation  which, 
in  relation  to  mileage,  is  exceeded  by  that  of  but  few  other 
American  companies. 

Below  are  appended  statements  of  earnings  and  expenses 
for  the  three  years  ending  November  30th,  1891,  and  traffic 
statistics  relating  to  the  fiscal  year  1890/91. 


Continutd  from  p.  H'^J.) 


j                                  Tit'e  of  yetc  Stcurilff. 

Aviount. 

Interest. 

S 

S 

Prior  mortgages 

18,S1I,UH) 

3^,42l,7(x^ 

'J4,4in,8j2 
*Ji.H(».r)l« 
14.l»j«,(»16 

Consoliuatca  mortgages 

Improvement  mori gages 

New  four  per  cent,  general  mortgage 

New  tive  per  cent,  first  income  bonds  (non-cumulative) . 
New  tive  per  cent,  second  income  bonds  (non-cumulat . ) 
New  tive  per  cent,  third  income  bonds  (non-cumulative) 

2,137,607 
'2,(aS448 
],22L\i42 
].30T,inft5 

747,t<0l) 

T'^ttil    {niprnQf   rlin.rc'P^    imflcr  Tllail  .•••••>•■•• 



7,508.423 
2,35ua)0 

Total  rentals,  under  plan 

Total  fixed  charges  under  the  new  plan 

9,8V*.42iJ 
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Traffic  Earnings  and  Expenses. 


EARNINGS  AND  EXPENSES. 


Railroad — 

Passenger  traffic 

Coal  traffic 

Merchandise  traffic 

Miscellaneous 

United  States  mail 

Income  from  stocks  and  bonds,  steam  . 

colliers,  etc 


Total  earnings  BR.  Co 
Operating  expenses.  .  .   . 


Net  earnings  RR.  Co. 


1890-91. 

1889-90. 

3 

S 

4,045,861 

339a291 

( 9,3a'},536 

17,250,085 

<  7,210.380 

482,694 

448,480 

75,162 

71,830 

1,257307 

1,231,963 

23,111,109 

22,166,4j0 

13,176,631 

13,901,188 

9,934,478 

8,265,262 

1888-89 
% 

3.639.546 

a954,004 

5,938,976 

420,448 

a'>.640 

1,518,761 


20,537.375 
12,396.706 


8,140.689 


Traffic  Statistics,  1890-91. 

Passengers  carried ia828,090 

one  mile 215,691,029 

Coal  carried  (tons) 12,013.175 

(tons  one  mile) 1109,706.524 

Other  freight  carried  (tons) 10,591,935 

(tons  one  mile) 570/^,877 


21' 


324 


THE  PHILADELPHIA  AND  READING  SYSTEM,     part.  iv. 


The  following   tables   show  the  principal  features  of  the 
accounts  for  the  last  fiscal  year. 

Income  Account,  Receipts,  Expenses,  and  First  Charges  for  the 
Year  ending  November  30th,  1891. 


RAILROAD  TRAFFIC. 

Earnings 

Expenses 

OTHER  SOURCES. 
Receipts — 
steam  colliers  and  sea  barges 

Goal  barges 

Schuylkill  canal 

Susquehanna  canal 

Beal  estate 

Expenses — 
Steam  colliers  and  sea  barges 

Goal  barges 

Schuylkill  canal 

Susquehanna  canal 

Real  estate 

Income  from  investments.  . 

From  which  deduct— 

Rentals 

Interest  account 

Debit  balance,  profit  and  loss 

Taxes 

Equipment  dismantled  .  .  . 

Less  Int'r't  and  Sink.  Funds 
of  Divisional  Mortgages  of  the 
Coal  and  Iron  Company,  guar- 
anteed by  the  Railroad  CO mp. 

Interest 

Sinking  Funds 

Less- 
Profit  of  Coal  and  Iron  Co. 

Less- 
Interest  not  guaranteed  .  . 


Leaving  a  surplus  over  first 
charges  of  both  Companies  of 


$467,582.25 

185,161.19 

75,717.72 

8,334.06 

217,499.36 


S419316.28 

217,859.50 

42319.30 

17,487.15 

37,174.67 


$482,665.82 
39,786.50 


$21,853,801.91  I 
11,862,219.83 


$9,991,582.08 


$954,294.58 


734^156J90 

$220,13'7.68 
303,013.22 


$2,838,350.85 

4,502,882.21 

110,239  70 

159,634.12 

310,380.26 


523,150.90 
$10.514732.98 


7,921,487  14 
$2,593,245.84' 


$775,740.00 
395423^19 

$1,171,163.19 


442,879.32 


I- 


J28^283^87 
$1,864,961.97" 
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ASSETS. 

87,451.967.03 
1,402.725,49 
308.58^55 
177.M80.I5 

880,261.111.55 
18fl68,7(S.78 
4,92a697.73 
1,291543,18 
22,e69,00afl6 

66,4*1,181.0! 

9,341,181.22 

3,466,776.72 

8209,069,881.85 

901,872.97 

104,61277 

1,004.700.90 
801,30ftl3 

Iiei3,87a68 

37049858 

29MW7,e6 

~8mffl7,«24.54~ 

8193.552,572.158 
l,15O,00Oi)0 
3,4«5.306,'i9 
■239.076,NS 
750,008,67 
lji38.725,28 
235,54838 
208,734.70 
1,975335.66 
361,0OL32 
1,884581.97 

10,om.854«) 

miaiilpUa  and  Blading  loal  and  Iran  Cmtpang. 

iDYBHtment    ot    Eallroiil   Co.    in    Coal   Wid 

Iron  Co.,  TopTesestDcl  b;  Block,  bonds  and 

/'IBH. 

Schnjlkill  Navigation  <.'q.  Value  based  upon 
seouritiBB  is aned  under  plan 

baaed 

Pickering    Valley   Railroad  Co.  Value  based 
upon  securities  issaed  nnder  plan 

P(*Jk  a«d  .(«■*»  of  leased  lines  deposiled  with 
Paunsjlvanift  Co.  fot  inaurance,  etc.,  t  mMee 

Leased    and   cuntrolled    Kompfinles 

""■ 

LIABILITIES. 

Lenaed  roaiU  and  canals,  account  rent 

dnean 

Interest  and  lentaln  necruedt  o  dat?. 

but  no 

yet  payable . 

Bnlnni^e    oanii-d   to   and  held  for  aCC 

unt  or 

fttorc  adjnat- 

»315.a!7.flati4 
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The  following  Statement  gives  details  of  Funded  Liabilities  and 
Stock,  as  shown  condensed  on  the  balance  sheet. 


Prior  mortgage  loans: 
*6  per  cent.  £  mortgage  loan,  1843-1910. ....  conpon 


6 

6 

B 

6 

4i 

4* 

7 


n 
n 


» 
n 


$ 


conv. 


n 
n 


» 


1843-1910. 
1844-1910. 
1848-1910. 
1849-1910. 
1857-1868. 
1857-1910. 
1868-1893. 


n 
n 

n 
n 


^Consolidated  mortgage  loan,  1871-1911 : 

6  per  cent,  gold  $  or  £ coupon 

6      »  n  n      5 n 

fi    „       „         „    $ registered 

I      n  n      $  n 

7  „       „    S  * coupon 

♦Improvement  mortgage  loan,  1873-97: 

6  per  cent,  gold  »  or  £ coupon 

Income  mortgage  loan,  1876-96: 

7  per  cent  $ • coupon 

*5    per    cent,  consold.    mortgage  loan,    1882-1922 

1st  series: 

5  per  cent,  gold  $ coupon 

5       „  „     $  fractional  scrip 

5  per   cent,  consold.  mortgage  loan,   1883-1933, 
2nd  series : 

5  per  cent,  gold  $ coupon 

5        „  n     $)  fractional  scrip 

♦General  mortgage  loan,  1888-1958: 

4  per  cent,  gold  S coupon 

4         „  „     $ registered 

4  „  n     $1  fractional  scrip 

♦First  preference  income  mortgage  loan,  1888-1958 : 

5  per  cent,  gold  $ coupon 

5        „  »,     $,  fractional  scrip 

♦Second  preference  income  mortgage  loan,1888-1958  • 

5  per  cent,  gold  S coupon 

5        „  n     $  fractional  scrip 

♦Tliird  preference  income  mortgage  loan,  1888-1958 : 
5  per  cent,  gold  $ coupon 

5  „  n     $1  fractional  scrip 

Bonds  and  mortgages  on  Real  Estate 

Total  mortgage  loans  

Convertible  adjustment  scrip,  1833-88 : 

6  per  cent  $ 

Car  Trust  certificates,  issue  of  Feb.  15, 1883  coupon 
Car  Trust  certificates,  issue  of  March  15, 1884     „ 
Car  Trust  certificates,  issue  of  July  1, 1887. .      „ 
Car  Trust  certificates,  issue  of  Marcli  1, 1890.      „ 
Debenture  loans : 

6  per  cent.  S,  1868-93 coupon 

4  „  S,  1888-93 

6  ^  $.1878-98 

5  „       gold  $,  1891-1941 

Debenture  convertible  loan: 

7  per  cent.  $,  1873-9^ coupon 

Debenture  and  guarantee  scrip : 

6  per  cent.  S,  1877-82-84 

♦Common  stock 

♦Deferred  income  bonds  (nom.  par  $325,314,033,33) 

Scrip  for  deferred  income  bonds.. 

(nominal  par  $254,056.97) 


n 
n 
w 


967,200.00 

545,50Q.00i 

795,000.001 

92,000.00' 

67,000  00 

1,000  00 

78,000.00 

2,700,000.00 


6,999.000.00 

305,000.00 

858,000.00 

3,339,000.00 

7,310,000.00 


5.245,700.00 


5,766,000.00 
1,042.00 


1,000.00 
535.00 


34,931,000.00 

3,122,000  00 

51,683.77 


23,803,000.00 
145,284.45 


16,144,000.00 
32,413.78 


17,829,000.00 
145.099.67 


400.000.00 

306.000.00 

720,000.00 

2,480,000.00 


1,100  00 

6,000.00 

1,000.00 

4,397,000.00 


18,811,000  00 

9.364,000  00 
1,000.00 

5.767.042.00 

1.535.00 

38,104,658.77 

2:},948,284.45 

16,176,413.78 

17,974,099.67 

2,052,090.02 

1.37,445,823.69 

1.810.00 
3,906,000.00 


7,591,210.00 
76,217.09 


4,405,100.00 

10,800.00 

7.250.00 
40,105,361.78 

7,670,427.09 


193,552,572.66 


*  =  quoted  in  London 
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The  general,  and  first,  second  and  third  preference  income  mortgages  cover,  in 
addition  to  the  327  miles  of  road  owned,  the  title  to  leased  lines  (mostly  leased 
for  999  years)  all  real  estate,  rolling  stock  and  vessels  of  the  company,  S8,000,000 
Philadelphia  &  Reading  Coal  &  Iron  Company  stock,  as  well  as  the  real  estate 
of  that  company^  and  subject  to  a  mortgage  to  Philadelphia  &  Reading  Railroad 
Company  dated  July  1,  1874,  stock  in  other  coal  and  iron  companies.  The  third 
preference  convertible  bonds  were  issued  in  exchange  for  the  old  convertible 
7  per  cents.  They  are  stamped  with  an  agreement  making  them  convertible  at 
•option  of  holder  into  common  stock. 

Net  earnings  are  defined  in  the  income  mortgages  as  the  profits  of  the  railroad 
•company  for  each  fiscal  year  ending  Nov.  30  derived  from  all  sources,  after 
paying  operating  expenses,  taxes  and  existing  rentals,  guarantees  and  interest 
charges  (but  not  fixed  charges  of  the  same  sort  subsequently  created) ;  also,  after 
•deducting  expenses  of  "renewing,  replacing  and  repairing  its  said  property  and 
premises,  including  such  reasonable  improvements  thereof  and  additions  thereto 
as  shall  be  necessary  for  the  safe,  proper  and  economical  operation  of 
the  same." 

In  February,  1889,  the  first  and  second  preference  bonds  received  full  interest, 
and  the  third  21/2  per  cent.  In  1890  only  3/8  per  cent,  was  paid  on  .the  first 
incomes;  in  February,  1891,  nil;  in  February,  1892, 5 per  cent,  on  firsts  and 41/8  per 
•cent,  on  seconds. 

The  $8„500,000  bonds  for  the  construction  of  the  P.  &  R.  Terminal  RR.  are  the 
Reading's  own  bonds,  and  are  guaranteed  by  the  P.  &  R.  Terminal  RR.  Co.  They 
are  also  secured  by  a  mortgage  upon  all  the  property  of  the  Terminal  Company 
and  by  a  traffic  contract  between  the  Reading  and  the  Terminal  Co. 

During  the  current  year  $10,000,000  Collateral  Trust  Bonds  are  to  be  issued 
concerning  which  the  President'9  report  said:  "Arrangements  have  been  completed 
for  making  provision  for  all  necessary  betterments,  new  equipment  and  additional 
property  which  will  be  hereafter  required,  by  an  issue  of  $10000,000  collateral 
trust  bonds,  bearing  5  per  cent,  interest,  which  are  unused  and  unpledged,  and 
the  proceeds  will  be  expended  only  for  the  improvement  of  and  additions  to  the 
present  mortgaged  estates  All  new  lines  and  extensions  will  either  be  of  suffi- 
cient importance  to  provide  the  necessary  funds  independently,  or  their  promotion 
will  not  be  undertaken  by  the  company.  Within  six  years,  and  before  the  maturity 
of  this  loan,  there  will  have  been  liberated  under  t^e  plan  of  reorganisation  an 
equal  amount  of  general  mortgage  4  per  cents,  applicable  to  these  purposes  under 
the  mortgage.  *  *  In  this  connection  it  is  proper  to  add  that  the  company  owns 
stocks  and  bonds  of  the  par  value  of  $^,683,050,  represented  in  the  balance 
sheet  at  a  cost  of  $22,669,000.  A  fair  cash  value  of  these  securities  exceeds 
320,000,000.  This  does  not  include  any  of  the  issue  of  securities  of  the  Coal  &  Iron  Co." 

The  fiscal  year  ends  November  30.  Office:  227,  Fourth  St.,  Philadelphia ;  European 
agent:  B.  Schlesinger,  139,  Dashwood  House,  E.C. 

The   fixed   charges   (interest   and    rentals)   are  shown  in 
the  following  tables. 
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Interest  on  Bonded  Debt,  etc. 


Loan. 

p"tf«w.. 

>1 
II 

Principal. 

p.c. 

» 

S 

£  mortgage  loan  1843-1910  conp. 

Jan.  &  July.       6 

967.200.00 

56,03200 

a           ,           „      1843-IBlO      . 

545.500.00 

32,730.00 

S          ,          .     18W-1910     „ 

7B5.0:0.00 

47,700JX> 

S           .           ,      1848-1910      , 

'.            ]      I      8 

92,000,00 

S^-'O.CO 

S          ,          ,     1M9-I910     , 

6 

87.000.00 

4,020,00 

S          .    convertible  loan 

1857-88-1910. , 

m    ]       79.000.00 

3555.00 

8  loan  1868-1893 . 

Apr.  &  Oct. 

7       2,700,000.0( 

188,000.00 

OoW  9  or  £  «onsoli.',»tea- 

mortgaee  loan  1S71-1911       , 

June  &  Dec. 

e 

6,999,000.00 

419,940.00 

Gold  8  oonaoliflttted  moct- 

gage  loan  1871-lBll. 

305,000.00 

1830000 

gage  loan  lS71-iBll          regiat. 

858,000£0 

51,480.00 

S  consolidated  mortgage 

loan  1871-lflll 

7 

3,339,000.00 

233,73000 

8  oonaolidated   mortgage 

7 

7.310,000.00 

511,700.00 

■ 

mortgage  loan   1873-1897     , 

Apr.  ft  Oct. 

6       9,364,000.00 

56134O.00  ] 

(iolil  Scomomatcdmortg. 

loan   1882-19^  1st  series     , 

May  ft  Nov. 

5       5,766.000.00 

2Se,3C0.03 

Gold  S  general  mortgage 

loan  1888-1958 

Jan.  &  July. 

4     34,982.65877 

1,399,306.35 

Gold  S  general  mortgage 

1 

loan  laSfi-lKS regist. 

4    ^  3.122000.00 

124.880.00 

Cartruatcertificatea,  iasnc 

of  Feb.  15,  18S3       coup. 

Feb,  *  Ang. 

400.000.00 

26..TO.00 

Cai'  trust  certiAcates,  issue 

of  Maroli  15, 1884Series  "B"     , 

Mar.  &  Sept. 

6 

308,000.00 

20,145.00 

Car  trust  certiaeateB,is3nfl 
o(Jiilrl,lffl7  Series  "C" 

>  Mar.  &  June. 
(  Sept.  ft  Dee. 

5 

720,000.00 

38,250,00 

Cartmat  oertiflcates,  Issue 

ofMarclil,1890Series"D"     , 

(Aug.*  Nov.       ^ 

2.480,000.00 

13S,2(.833 

%  debenture  loan  1868-93..       „ 

Jan.  S  July.        4 

6,000.00 

240,00 

Interest  iaiyi&i  on  bonds 

2,052.090.02 

136,567.24 
192,938.29 

Debit  balance  of  interest  account. 
Total  principal  and  interest. ..>.. 

'.'.'.'.'.'.'.'.'.'.'.' '.'.\  '..'.'. 

1   .... 

83,255,44&79 

4"502".8822r 
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Rentals  of  Leased  Railroads  and  Canals* 


Mine  Hill  and  Schuylkill  Haven  Railroad  Company.. 
Mount  Oarbon  and  Port  Carbon  Railroad  Company.. 
Mill  Creek  and  Mine  Hill  Navigation  and  Railroad 

Company 

Schuylkill  Valley  Navigation  and  Railroad  Company 
Little  Schuylkill  Navigation,  Railroad  and  Coal  Co. 

(including  East  Mahony  RR.) 

East  Pennsylvania  Railroad  Company 

Philadelphia.  Germantown  and  NoiTistown  Railroad 

Company 

Chestnut  Hill  Railroad  Company 

Catawissa  Railroad  Company 

Noith  Pennsylvania  Railroad  Company 

Delaware  and  Bound  Brook  Railroad  Company 

Swedes  Ford  Bridge  Company 

Schuylkill  and  Lehigh  Railroad  Company 

Shamokin,  Sunbury  and  Lewisburg  Railroad  Company 

Pickering  Valley  Railroad  Company 

Colebrookdale  Railroad  Company 

Allentown  Railroad  Company 

Allentown  Terminal  Railroad  Company 

Schuylkill  Navigation  Company 

Susquehanna  Canal  Company 

Total 


336,816.00 
36,250.00 

33,808.44 
30,890.12 

217.09200 
I    129,035.10 

I  293,77  .41 
I  17,201.90 
338,830.00 
900,44180 
296,042.02 
2,45530 
27,000.60 
110,720.00 
6,510.00 
12,996.01 
3.267.88 
13,95285 


2,807,081.13 


9,559.70    , 
21,710.02    I 


31,269.72 
2,838,350.85 


Until  the  reorganisation  the  financial  embarrassments  of 
the  company  and  the  inefficient  management  reacted  very  un- 
favourably upon  its  business,  but  since  then,  and  most  notably 
under  the  management  ofMr.  McLeod,  the  Reading  has  made 
satisfactory  progress.  Owing  to  the  separation  of  the  accounts 
of  the  Coal  and  Jron  Company  and  the  changes  in  leases^ 
rentals,  and  first  charges,  comparative  statistics  covering  a  num- 
ber of  years  would  be  of  little  use,  but  the  astounding  progress 
that  has  been  made  during  the  last  three  years  is  clearly 
demonstrated  by  the  subjoined  statement  of  revenue  and 
expenditure,  which  shows  an  increase  of  $0*8  millions 
in  railroad  earnings  and  of  nearly  $2*00  milUons  in  net 
revenue. 


'^  > * 
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The   Earnings,   Expenses,  Charges,  etc,  for  three  years  were 
as  given  below: — 


p.  A  B.  Railroad  Co,— 
Railroad. 

1890-91. 

S 
21,853,802 
84,052 
467,582 
185,161 
217.499 
303,013 

1889-90. 

$ 
20,934,487 
91,139 
410,884 
265,466 
198,952 
265,522 

1888-89. 
$ 

19,081,614 
156,334 
436,577 
328,438 
181,179 
416,215 

Canals 

Steam  colliers 

Bichmond  coal  barg'es.  .... 
Real  estate 

Income  from  stocks  and  bonds 

Total  earnings  RR.  Co.    .  . 
Operating  expenses 

Net  earnings  RR.  Co.     .  . 

Phil  &  Bead,  Coa  £  Iron  Co.— 

Total  earnings 

Operating  expenses 

Balance 

23,111,109 
13,176.631 

22,166,450 
13,901.188 

20,537,375 
12,396,706 

9,934,478 

21.311,734 
20,829,069 

8,265,262 

18,929,774 
19,080,932 

8.140,669 

17,818,226 
17,966.076 

net  $482,665 
COME  ACCOU> 

def.  $151,158 
IT. 

def.  $147,850 

: 

n, 

Net  earnings  RR.  Co.    .    ^    . 
Results  Coal  &  Iron  Co.  .    .    . 

Total  amt.  both  companies. 
Deduct— 

Rentals  RR.  Co 

Interest  RR.  Co , 

Interest  Coal  &  Iron  Co.  .    .    . 
Sinking  fund  Coal  &  Iron  Co. . 

Total  deductions  .... 
Balance  both  companies   .    . 

*  1890-91. 
$ 
9,934,478 
sur.  482,665 

1889-90. 

$ 
8,265.262 
def.  151,185 

1888-89. 

$ 
8,140.669 
def.  147,850 

10,417,134 

2.838,351 

4,5f  2,882 

815,526 

395,423 

8,114,104 

2,830,744 

.     4,351,412 

822,126 

340,107 

7,992,819 

2,842,319 

4.085,139 

826,523 

354,084 

8,552.182 
sr.  $1,864,961 

8.344,289 
def.  $230,185 

8,108,065 
def.  $115,246 

During  the  year  ending  November  30th,  1891,  there  was 
available  revenue  to  the  amount  of  $10,417,000,  and  after 
all  first  charges  had  been  met  a  balant^e  of  $1,»64,000, 
large  enough  to  permit  of  the  payment  of  the  dividend  of 
5  p.c.  on  the  first  incomes  and  of  4^  p.c.  on  the  second 
incomes,  declared  in  February  last,  remained.  Yet  these 
returns,  however  satisfactoiy  in  proportion  to  the  size  of  the 
property,  are  by  no  means  good  if  taken  in  their  relation  to 
the  capitalisation  of  the  company.  After  deducting  rentals 
the  amount  of  $7*6  millions  was  available  for  distribution  upon 
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a  total  capital  of  $193,000,000,  or  considerably  less  than 
4  per  cent. ;  and  in  order  to  be  in  a  position  to  pay  fair 
returns  upon  all  securities  figuring  among  its  liabilities,  the 
company  would  have  to  earn  several  millions  more  than  it 
did  in  1891.  That  this  would  be  impossible  through  mere 
development  of  its  traffic  is  obvious ;  and  although  the  manage- 
ment has  rightly  maintained  that  betterments,  additions  to 
rolling  stock  and  extension  of  lines  would  swell  the  revenue 
to  an  appreciable  extent,  it  has — presumably  even  better  than 
others  realized  the  fact  that  such  improvements  and  their 
effects  would  not  suffice  to  place  adequate  returns  within 
measurable  distance.  The  recognition  of  this  has  no  doubt 
been  one  of  the  strongest  among  the  incentives  which  led 
the  energetic  president  to  take  the  measures  to  which 
reference  is  made  below. 

The  finances  of  the  Reading  are  most  intimately  connected 
with  those  of  the  Coal  and  Iron  Company,  of  which  it  is 
almost  the  only  stockholder ;  indeed,  the  improvement  in  its 
earnings  during  the  last  two  yeai's  is  to  no  small  extent 
due  to  the  fact  that  the  loss  at  which  this  company  has 
worked  during  nearly  every  year  of  its  existence  has  grad- 
ually decreased  until  at  last  it  has  been  replaced  by  a 
profit.  I  have  already  stated  that  the  Coal  Company  was 
acquired  during  the  presidency  of  Mr.  Gowen,  at  a  price 
which  was  regarded  as  exorbitant.  A  number  of  pamphlets 
I  found  in  that  excellent  institution,  the  Public  Library  of 
Philadelphia,  seem  to  prove  conclusively  that  this  transaction, 
like  so  many  "deals,"  was  not  free  from  fraud,  although  this 
accusation  has  been  frequently  contradicted;  but  however 
that  may  be,  the  present  relation  of  this  subsidiary  concern  to 
the  parent  company .  vastly  differs  from  its  former  position. 
As  is  the  case  with  so  many  matters  pertaining  to  American 
railroads,  times  have  changed,  and  with  times  aspects;  and 
the  view  we  must  take  of  this  Coal  and  Iron  Company  to-day  is 
widely  divergent  from  the  opinion  that  held  good  twenty  years 
ago.    On  the  whole  the  impression  prevails  that  this  concern, 
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in  which  the  Reading  has  nominally  invested  over  $72,500,000 
which  until  recently  yielded  no  direct  returns  whatever,  is  the 
principal  obstruction  to  the  financial  success  of  the  railroad 
company,  and  it  surely  cannot  be  denied  that  the  employment 
of  so  vast  a  sum  involves  a  direct  loss  of  interest  amount- 
ing, at  but  4  per  cent,  to  nearly  $3,000,000  annually.  But 
it  must  not  be  forgotten  that  it  was  absolutely  necessary  to 
incur  this  loss  in.  order  to  make  the  Reading  a  great  system. 
The  purchase  of  the  coal  and  u*on  mines  is  only  one  ot 
the  instances,  so  numerous  with  American  railways,  in  which 
the  present  has  been  mortgaged  to  secure  future  greatness 
or  advantages.  Whether  this  policy  in  its  general  applica- 
tion is  sound  is  a  debateable  question;  that  it  was  unsound 
in  this  case  is  plain.  There  can  be  no  doubt  whatever  that 
President  Gowen,  granted  he  had  no  dishonest  motives, 
committed  an  error  of  judgment  when  he  thought  it  worth 
his  while  to  pay  so  dearly  for  future  grandeur ;  the  Reading 
might  have  prospered  in  obscurity  while  its  greatness  brought 
it  into  distress.  However,  there  is  no  remedy  for  the  mistake 
— we  must  accept  the  situation  as  it  is ;  and  on  examination 
we  shall  find  that  it  is  considerably  better  than  it  looks, 
and  that  the  blunder  was  not  without  its  compensations. 
In  1890  this  Coal  and  Iron  Company  gave  the  Reading  6*8 
million  tons  of  coal  freight,  from  which  it  derived,  I  am 
informed,  a  revenue  of  $8,374,970,  or  41  p.c.  of  its  total  traffic 
earnings,  whereas  but  38  p.c.  of  the  capital  of  the  company 
is  invested  in  the  mines;  and  this  41  p.c.  of  its  revenue 
is  its  most  profitable  proportion,  the  fact  being  well  known 
that  no  freight  can  be  carried  as  cheaply  as  coals.  It  may 
be  regarded  as  certain  that  without  this  undertaking  the 
Reading  would  never  have  got  a  coal  traffic  yielding  41  p.c.  of 
its  total  freight  revenue.  It  is  of  little  avail  to  discuss  what 
might  have  been ;  yet  a  certain  interest  pertains  to  specula- 
tions as  to  what  the  Reading  would  be  now  had  it  never  ac- 
quired any  mining  properties.  Since  the  development  of  the  entire 
system  would  have  been  different,  an  inquiry  into  this  becomes 
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rather  complicated ;  but  the  importance  of  these  mines  to 
the  Reading  cannot  be  better  shown  than  by  pondering  over 
the  results  then*  disposal  would  have.  Let  us  for  the  sake 
of  argument  suppose  the  Railroad  Company  parted  with  its 
interest  in  the  Coal  and  Iron  Company,  and  reaUsed  the 
amount  of  its  entire  nominal  investment  therein — a  rather 
remote  possibiUty.  A  reduction  of  a  Uttle  over  $72,500,000 
in  its  capital  would  be  thereby  effected,  with  the  result  that 
the  RR.  would  have  to  earn  interest  upon  only  $117,000,000 
instead  of,  as  now,  $190,000,000.  But  it  would  lose 
41  per  cent,  of  its  gross  receipts,  and  this  direct  loss  would 
be  from  the  most  profitable  traffic,  so  that,  while  the  company 
would  be  surrendering  41  per  cent,  of  its  gross  receipts 
to  reduce  its  capitalisation  38  per  cent.,  it  would  at  the 
same  time  be  giving  up  that  portion  of  its  business  from 
which  the  net  receipts  are  the  largest,  and  the  Railroad 
Company  could  no  longer  be  expected,  transacting  only  a 
general  merchandise  and  passenger  business,  to  work  at  its 
present  low  proportion  of  expenses  to  gross  receipts,  which 
in  1890  was  57*4  per  cent.,  as  against  69  and  71  per  cent, 
of  other  companies  doing  a  general  merchandise  and  passenger 
business.  There  would  also  be  the  indirect  loss  of  the  revenues 
that  the  company  now  derives  from  the  transportation  of 
the  merchandise,  etc.,  required  for  the  operation  of  the  Coal 
and  Ii'on  Company,  which  it  can  now  control  by  reason  of 
its  ownership. 

This  effect  upon  the  Railroad  Company  of  the  surrender 
of  its  interest  in  the  Coal  and  Iron  Company,  is  of  course, 
based  upon  the  assumption  that  it  will  thereby  lose  the 
commerce  from  the  lands.  It  is  almost  certain  that  such  loss 
would  ensue,  because  in  all  probability  other  railways  would 
take  them.  This  is  proven  by  the  eagerness  with  which  the  large 
coal-transporting  companies  have  always  striven  to  possess 
themselves  of  similar  properties.  Thegi^eater  number  of  anthracite 
coal  mines  are  worked  by  corporations  controlled  by  the  transpor- 
tation companies,  and  by  individuals  from  ground  owned  by  the 
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corporations  who  direct  the  shipment  of  it.  But  it  is  not 
necessary  to  reckon  with  the  certainty  of  the  acquisition  of 
these  coal  lands  by  rival  railways.  Suppose  they  were 
divided  and  acquired  by  individuals — assuming  that  individuals 
would  take  them.  In  that  case  they  could  not  be  worked 
in  such  a  manner  as  to  produce  the  tonnage  that  could  be 
obtained  by  a  corporation  operating  them  in  connection  with 
a  transportation  company,  for  the  competition  of  the  other 
regions,  managed  almost  exclusively  in  the  interest  of  trans- 
porting companies,  would  be  too  great  for  the  individuals 
of  the  Schuylkill  region  to  withstand,  while  the  labour 
troubles  which  would  inevitably  arise  from  the  weakness 
consequent  upon  diversity  of  employers  would  revive  the 
conditions  which  existed  prior  to  the  concentration  of  the 
operations  under  the  control  of  one  corporation,  and  under 
which  it  was  said  that  all  the  individual  operators  became 
bankrupt.  Therefore,  even  if  the  lands  controlled  by  the 
Philadelphia  and  Reading  Railroad  Company  could  be  disposed 
of  at  their  cost  price  to  individuals  who  would  ship  the 
product  over  its  railroads,  the  present  production,  for  the 
reasons  named,  could  not  only  not  be  expected  to  be  maintained, 
but  would  certainly  steadily  decline,  and  in  sympathy  with 
it  the  general  business  of  the  company  would  decline  also. 
Another  reason  why  the  Railroad  Company  could  not,  for 
the  cost  of  them,  abandon  its  coal  lands  to  any  other  trans- 
porting company  or  to  individuals  who  could  not  keep  up 
the  tonnage,  is  that  such  action  would  render  valueless  all 
its  extensive  and  valuable  terminal  and  other  facilities  which 
have  been  specially  provided  for  the  coal  traffic,  together 
with  its  large  investment  in  rolling  stock  for  coal  transpor- 
tation. In  addition  thereto,  it  may  be  stated  that  the  situation 
of  the  Philadelphia  and  Reading  Railroad  is  quite  different 
now  from  what  it  was  years  ago  when  it  had  no  competitors 
in  the  Schuylkill  valley.  If  it  possessed  no  coal  of  its  own 
to  supply  the  industries  on  its  line,  those  industries  could 
not  be  quite  as  well  supplied  by  competitors,  and  its  failure 
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in  this  respect  would  seriously  affect  its  chances  of  obtaining^ 
the  other  traffic  furnished  by  those  industries. 

The  foregoing  shows  the  importance  of  these  coal  fields, 
and  the  absolute  necessity  of  their  retention.  A  Reading^ 
RR.  company  without  them  would  be  impossible;  and  what 
we  must  consider  is,  not  the  fact  that  but  for  the  existence 
of  an  unremunerative  investment  the  railroad  company  would 
pay,  but  that  in  order  to  extend  the  system  and  to  provide 
it  with  business  it  was  deemed  desirable  to  make  this  in- 
vestment, and  that  to-day  it  isabsolutelynecessary  to  adhere 
to  it.  The  problem  now  is :  How  can  the  company  best  turn 
these  possessions  to  the  advantage  of  its  security  holders  ? 
This — problem  can  only  be  solved,  firstly,  by  increasing* 
the  output  of  the  Schuylkill  district,  its  source  of  supply,  to 
the  relative  quantity  that  the  area  of  that  region  entitles 
it ;  and,  secondly,  by  reducing  the  cost  of  production.  The 
president  of  the  company,  in  his  annual  report  for  1890, 
showed  that  his  poUcy  Ues  in  both  of  these  directions ;  and 
since  considerable  interest  attaches  to  his  utterances  on  the 
subject,  I  quote  the  following: — 

"  Theories  have  produced  disastrous  results.  It  will  not 
"  do  to  expect  immediate  returns  from  your  large  holdings 
"  of  unproductive  coal  lands.  These,  in  good  time,  will  reach 
"  a  value  equal  to  the  entire  capital  debt  of  your  Companies. 
"  But  what  is  needed  now  is  the  practical  development  of  so 
"  much  of  these  lands  as  are  needed  to  supply  the  demand 
"  for  anthracite  coal.^ 

"  No  increase  of  the  equipment  had  been  made  in  recent 
"  years  until  in  1889,  and  nearly  the  whole  of  that  which 
"has  been  added  is  taken  up  in  handling  the  increased 
"  merchandise  traffic  alone.  The  following  table  will  show  that 
"  if  adequate  facilities  had  been  provided  to  maintain  your 
"  due  share  of  this  business,  the  anthracite  tonnage  of 
"  yoiu*  company  in  1890  should  have  been  12,000,000  tons 
"  instead  of  7,500,000,  and  that  ahnost  the  entire  growth 
^^  of   consumption   during   the   past  thirteen  years  has  been 
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^^  absorbed  by  our  competitors,  who  have  increased  their 
^^  faciUties  for  placing  their  product  upon  the  markets  to 
^'  keep  pace  with  the  growth  of  the  business. 


Total  Shipment 

of 
Anthracite  Coal. 

Percentage 

Transported   over 

P.  &  R,  RR. 

Tons 

Transported  over 

P.  &  R.  RR. 

Tons  if 

Proportion  had 

been  maintained- 

1877 

20,828,179 
17,605,262 
26,142,689 
23,437,242 
28,500,016 
29,120,096 
31,793,027 
30,718,293 
31.623,530 
32,136,362 
34,641,018 
38,145,718 
35,407,710 
35,855,175 

32-85 
29-04 
28-47 
2532 
24-35 
2404 
23-31 
21-62 
2124 
20-84 
21-81 
18-81 
20-13 
20-96 

6,842,105 
5,112,219 
7,442,617 
5,933,923 
6,940,283 
7,000,113 
7,410,954 
6,641,194 
6,716,837 
6,697,217 
7,555,252 
7,175,319 
7,128,695 
7,517,546 

5,783,328 
8,587,873 
7,699,134 
9.362,255 
9,565,952 

1878 

1879. 

1880 

1881 

1882 

1883 

10,444.009 

1884 

10,090,959 
10,388,329 
10,556,794 
11,379,574 
12,530,868 
11,631,433 
11,778,4-25 

1885 

1886 

1887 

18S8 

1889 

1890 

"It  seems  from  the  foregoing  to  be  quite  obvious  that 
^^  but  for  the  defect  in  the  development  of  your  properties, 
"  the  revenues  of  your  business  would  have  enabled  you  to 
^  continue   the  payment  of  dividends  on  your  capital  stock. 

"There  is  now  no  reason  for  the  continuance  of  this 
"policy,  and  it  is  expected  that  upon  the  completion  of  the 
^^  plans  now  projected,  the  Company  will  be  able  to  command 
^^  a  fair  proportion  of  the  futui^e  increased  traffic  and  to 
^'  make  great  progress  toward  restoring  the  business  of  your 

Company   to   the   position  which  it  should  occupy  in  the 

trade.  There  have  been  contracted  for  upon  the  most 
"  favorable   terms,    for   deliverj^,    duiing   the   cuiTent  year, 

5,200   freight  cars,   of  which  3,200  are  large  twm-hopper 

gondola  coal  cars,  and  2,000  are  for  use  in  merchandise 
"  traffic." 

There  can  be  no  more  convincing  proof  of  the  soundness 
of  these  views  than  the  good  returns  of  the  Coal  Company 
in    1891,   when   it  produced  800,000  tons  in  excess  of  the 


u 
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u 
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production   of  1890  and  earned  $600^000  more  than  in  the 
preceding  year,  in  spite  of  the  mild  winter. 

In  addition  we  must  not  lose  sight  of  the  fact  that, 
whereas  formerly  the  Reading  was  compelled  to  give  part 
of  the  production  of  its  own  mines  to  other  railways,  by 
1891  its  capacity  was  fully  equal  to  all  requirements,  so 
that  the  company  could  even  commence  to  cater  for  freight 
produced  by  other  mines  than  its  own;  this  was  solely  due 
to   the  increase  of  its  rolUpg  equipment  above  referred  to. 

Subjoined  statements  show  the  earnings,  expenses,  assets 
and  liabilities  of  the  Coal  &  Iron  Company. 

Abbreviated  Statemeiii  of  Assets  and  Liabilities, 

Assets.  $ 

Coal  lands 61,863903 

Other  properties  and  improvements 19,377,334 

Current  assets 5,537,338 

stocks  and  bonds  and  supplies 576,229 

Profit  and  loss  1891.    .    .    .    , 332,860 

previous  years 995,949 


n  n 


88,683,815 

Liabilities'  $ 

Purchase  money  mortgage  bonds  on  detached  property 11,689,000 

Bonds  and  mortgage  on  real  estate 456,106 

Bonds  given  to  Ph.  &  R.  RR.  Co 39,737.956 

Loan  account            „          „      „ »  24,879,336 

Debenture  bonds 2,000 

Capital    stock       , 8,000,000 

Current  dues:   to  Ph.  &R    RR.  Co 2,071,254 

1378,211 

Suspense  account 469,741 

88,683,815 


American  Railroads.  22 
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The  election  of  Mr.  A.  A.  McLeod  as  president  of  the 
Philadelphia  &  Reading  Company,  which  took  place  in  1890, 
marks  the  beginning  of  a  new  era  in  the  history  of  that 
corporation.  Mr.  McLeod  had  been  preceded  by  Mr.  Austin 
Corbin,  who  was  deposed,  much  against  his  will,  by  a  com- 
bination of  capitalists  controlling  400,000  shares  and  led 
by  Mr.  John  Wanamaker,  the  "  William  Whiteley  of  Phila- 
delphia." As  Mr.  Corbin's  deposition  at  the  time  was  alleged 
to  be  connected  with  doubtful  practices — among  others  he 
was  accused  of  diverting  traffic  from  the  Reading  to  other 
railways  in  which  he  had  an  interest — it  may  be  well  to 
state  here  that  these  rumours  are  not  credited  in  Philadelphia, 
where  liis  dismissal  is  asserted  to  have  been  due  exclusively 
to  his  ineJBficient  management. 

Mr.  McLeod  found  the  company  in  a  condition  which  was 
in  no  respect  reassuring.  Permanent  way  and  rolling  stocl; 
were  in  a  neglected  state,  and  amidst  an  intense  competition 
business  remained  unsatisfactory  owing  to  the  lack  of  an 
energetic  management.  The  year  preceding  his  election  had, 
in  spite  of  the  reduction  of  fixed  charges  effected  by  the 
reorganisation,  closed  with  a  small  deficit;  in  short,  the  com- 
pany was  in  a  neglected  and  weak  condition  throughout. 
Nevertheless,  Mr.  McLeod  did  not  hesitate  to  say  at  the  begin- 
ning of  his  career  as  president  of  the  company  that  within  five 
years  the  Reading  could  be  made  to  rank  among  the  dividend- 
paying  properties  of  the  country,  and  from  what  he  has 
accomplished  since  he  came  into  power  it  seems*  that  the 
confidence  he  placed  in  the  possibilities  of  his  road  will  not 
be  belied.  Applying  his  experience  as  a  manager  first,  and 
firmly  believing  in  the  maxim  that  technical  perfection  is 
the  only  firm  basis  of  financial  success,  he  immediately  set 
to  work  to  improve  the  property  as  much  as  the  finances 
permitted;  and  whilst  the  permanent  way  and  stations  were 
improved,  the  new  rolling  stock  of  which  the  company  stood 
sorely  in  need  was  purchased  by  means  of  "  car  trusts/' 
When  these  betterments  had  been  effected,  the  new  president 

22* 
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had  made  himself  acquamted  with  the  requirements  and  pos- 
sibilities in  other  directions;  he  had  studied  the  weak  and 
the  strong  points  of  the  company,  and  noted  its  needs.  In 
the  first  place  he  concurred  in  the  view  taken  by  his  pre- 
decessor that  the  construction  of  a  terminal  railroad  in  the 
heart  of  the  City  of  Philadelphia  was  absolutely  necessary 
for  the  development  of  the  business  of  the  company,  and 
he  commenced  at  once  to  make  efforts  in  that  direction.  In 
spite  of  the  difficulties  placed  in  his  way  by  the  opposition, 
open  and  secret,  of  the  Pennsylvania  RR.  company,  he 
obtained  permission  to  construct  the  new  terminus  and 
the  road  leading  to  it  because  he  succeeded  in  convincing 
the  City  Council  of  Philadelphia  that  he  was  working  for 
the  good  of  the  City  as  well  as  in  the  interest  of  the  com- 
pany he  represented.  He  explained  the  inabiUty  of  the 
company  to  do  the  work  exactly  in  the  manner  the  Council 
desired,  dilated  upon  the  mutual  advantages  which  should 
accrue  from  its  completion  even  in  the  style  which  the 
condition  of  the  company  necessitated,  and  finally  obtained 
permission  to  build  his  terminus. 

The  scheme  of  building  the  Port  Reading  Railroad  was 
conceived  next.  It  was  necessary  for  the  Philadelphia 
and  Reading  Railroad  Company  to  have  its  own  coal 
shipping  terminus  upon  the  waters  of  New  York  Bay, 
and  its  own  line  of  railroad  from  the  mouths  of  the  mines 
to  tidewater.  New  York  Bay  is  the  centre  of  distribution 
of  coal  for  New  York  and  the  New  England  States, 
and  the  largest  market  for  anthracite  coal.  That  point 
was  destined  to  become  such  thi'ough  the  rapid  develop- 
ment of  the  other  coal  regions,  from  which  the  mineral 
found  its  tidewater  shipping  place  by  other  railroads  cen- 
treing there;  and  to  place  itself  in  a  position  equal  to  its 
competitors  the  Philadelphia  and  Reading  Railroad  Company 
undoubtedly  needed  facilities  for  shipping  its  coal  on  New  York 
Bay.  This  necessity  had  been  recognised  by  the  previous 
managements,   who  went   so   far   as  to  rent  terminals  near 
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Jersey  City,  and  to  give  the  tonnage  destined  for  these 
terminals  to  other  lines,  which  got  the  lion's  share  of  the 
profits.  When  the  Port  Reading  Railroad  is  completed  the 
Philadelphia  and  Reading  Railroad  Company  will  do  all  its 
own  business  and  take  all  the  profits.  In  addition  to  fui'- 
nishing  it  with  facilities  for  doing  its  anthracite  coal  trade, 
this  line  will  enable  the  company  to  carry  to  New  York 
all  the  bituminous  coal  which  it  secured  by  the  contract 
made  years  ago  with  the  Beech  Creek  Railroad  Company, 
but  which,  owing  to  its  lack  of  terminals,  it  was  obliged  to 
hand  over  for  transportation  to  the  Lackawanna  RR. 

In  the  third  place  the  new  president  succeeded  in  entering 
into  a  contract  for  the  transportation  over  his  company's  lines 
of  some  1,500,000  tons  of  coal  produced  by  the  mines  of 
Coxe  Brotliers  and  Company,  mainly  because  when  he  found 
that  this  firm  wanted  to  have  then*  own  lateral  railroads, 
he  showed  them  that  he  could  give  them  connections  for 
their  laterals  superior  to  those  of  any  other  company,  and 
provide  tidewater  terminals  not  only  in  Philadelphia,  but  also 
at  New  York  Bay  over  the  Port  Reading  Railroad  at 
Port  Reading.  The  advantages  to  Coxe  Brothers  of  having 
laterals  of  their  own  is  that  they  thereby  save  the  usually 
high  charges  made  when  such  laterals  are  owned  by  others. 

These  moves,  however,  were  of  but  trifling  importance 
compared  with  the  scheme  the  completion  of  which  was 
announced  in  Februaiy,  1892,  when  practically  the  consoli- 
dation of  all  coal  lines  was.  effected.  The  Jersey  Central 
and  Lehigh  Valley  railroads  were  leased,  and  the  Delaware 
iS^j  Lackawanna  was  obtained  control  of  through  it  being  in  the 
hands  of  people  interested  in  the  Lehigh  Valley.  Further, 
the  Delaware  &  Hudson  RR.,  although  remaining  independent, 
gave  assurances  of  its  friendly  disposition  towards  the  combina- 
tion, and  thus  the  latter  controls  the  production  and  trans- 
portation of  anthracite  coals.  In  an  interview  President 
McLeod  is  reported  to  have  said : — 

''The   primary    object   in   view  has  been  to  secure  more 
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economical  management  in  the  coal  trade  by  avoiding  expen- 
sive selling  agencies  and  heavy  commissions,  so  that  while 
coal  will  not  cost  any  more  to  the  consumer,  the 
producer  and  carrier  can  get  better  results  and  secure  profits 
by  saving  expenses.  *  *  *  The  great  benefits  of  the 
new  arrangement  are  obvious.  In  addition  to  the  splendid 
terminus  now  being  constructed  in  Philadelphia,  the 
Reading  will  acquire  the  magnificent  terminals  of  the 
Lehigh  Valley  and  New  Jersey  Central  in  New  York  Harbour. 
Through  the  Lehigh  Valley's  new  western  extension  there 
will  be  provided  a  direct  route  to  the  Lakes  and  Buffalo, 
with  a  spacious  terminal  there.  *  *  *  In  the  carrying 
on  of  the  coal  trade,  the  saving  in  commission  agency 
expenses,  and  the  economies  of  the  traffic  under  the  new 
arrangements  are  expected  to  reach  several  millions  of  dollars 
annually,  divided  among  the  various  railroads  interested." 
The  advantages  bound  to  accrue  from  this  consoUdation 
are  evident.  The  suspension  of  keen  competition  has  akeady 
led  to  a  rise  in  the  price  of  coals,  and  in  addition  the 
great  savings  to  be  effected  must  cause  all  companies  to  do 
well  under  the  new  arrangement.  It  is  not  necessary  to 
enter  into  any  calculations  in  regard  to  the  financial  advan- 
tages that  must  result,  but  it  may  be  mentioned  that  the 
annual  economies  to  the  Reading  alone  have  been  variously 
estimated  to  amount  from  one  to  two  million  dollars.  More- 
over, these  advantages  have  not  been  purchased  dearly.  The 
Reading  pays  both  leased  companies  their  net  earnings, 
guaranteeing  these  to  be  sufficient  for  a  7  p.c  dividend,  and 
is  entitled  to  any  surplus  remaining  after  dividends  of  10  p.c. 
have  been  paid.  A  reference  to  the  preceding  chapter 
will  show  that  this  guarantee  is  not  very  burdensome. 
In  1891  the  Jersey  Central  earned  enough  for  a  7  p.c. 
dividend.  In  the  case  of  the  Lehigh  Valley  the  guarantee 
apparently  means  a  sacrifice  of  about  $550,000  per  annum, 
that  company  paying  only  5  p.c.  on  $40,000,000  of  stock, 
with  (1891)  a  surplus  of  a  Uttle  over  $250,000 ;  but  there  is 
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no  doubt  that  this  sacrifice  can  be  made  up  for  by  economies 
alone,  not  by  speak  of  the  higher  prices  of  coal  resulting 
from  the  combination. 

The  lease  of  the  two  properties  has  been  opposed  on 
legal  grounds,  and  litigation  is  still  pending;  but  it  is  not 
-difficult  to  foresee  the  result  of  this  obstruction.  The  Reading 
has  cleverly  evaded  the  law,  and  taken  care  to  provide  be- 
forehand against  an  opposition  which,  on  account  of  the  general 
prejudice  against  combinations,  was  to  be  expected ;  and  there 
can  be  little  doubt  that  the  Legislatures  of  Pennsylvania 
and  New  Jersey  will  find  it  impossible  to  interfere  in  any 
way.  In  all  probability  the  old  hostility  of  the  Pennsylvania 
EE.,  which  exercises  a  powerful  infiuence  over  the  Penn- 
sylvania Legislature,  will  assert  itself,  because  the  combination 
is  against  the  interest  of  that  company;  but  the  Reading 
has  seen  its  hands  strengthened  considerably,  and  to-day  is  so 
powerful  that  it  need  hardly  fear  its  great  opponent. 

Although  the  combination  is  undoubtedly  to  the  advantage 
of  the  Reading  it  has,  however,  this  drawback,  that  it  may 
revive  the  old  agitation  against  monopolies  and  consolidation 
of  rival  interests;  and  for  this  reason  I  believe  that  the 
real  danger  threatening  its  success  lies  less  in  the  hostility 
of  State  Legislatures,  which  is  more  or  less  mixed  with 
jingoism,  than  in  the  prospect  that  the  combination,  being 
absolute  master  of  the  market,  may  raise  the  price  of  fuel  in  a 
manner  detrimental  to  trade,  and  calculated  to  excite  the  indig- 
nation of  the  population.  No  doubt  there  is  a  certain  amount 
of  guarantee  in  the  recognised  foresight  of  Mr.  McLeod, 
who  must  be  aware  of  the  danger  that  exists  in  the 
temptation  to  raise  prices.  On  the  other  hand,  the  heads  of 
the  combination  must  be  desirous  of  turning  it  to  full  account  in 
order  to  make  the  largest  possible  profits ;  and  if  no  restraint 
be  put  upon  this  desire  it  is  to  be  feared  that  the  result 
will  be  mischievous.  There  have  been  several  reports  of 
advances  in  the  price  of  anthracite,  which  were  presum- 
ably viewed  with   satisfaction  by  shareholders;  they  should 
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lead  rather  to  apprehension.  The  coal  combination  must 
derive  its  benefit  from  economies,  and  from  economies  alone ; 
if  it  begins  to  impose  a  tax  and  a  tyranny  upon  the  people 
there  can  be  little  question  that  the  Federal  authorities 
will  interfere  at  an  early  date. 

Although  the  regular  trafiSc  statements  enable  us  to  see 
that  the  Reading  is  reaping  great  benefits  from  its  bold  and 
successful  move,  it  is  too  early  to  discuss  its  full  bearing. 
Prospects  are  bright,  and  possibilities  great,  but  there  is  as 
yet  no  certainty  justifying  definite  conclusions.  All  we  can 
do,  therefore,  is  to  point  to  probabilities.  I  believe  I  have 
shown  how  the  affairs  of  the  company  have  changed  within 
a  few  years.  From  a  system  which  was  weak  in  almost 
every  respect  it  rose  to  the  level  of  one  of  the  strongest 
and  most  promising  in  the  country.  From  the  victim  of  an 
overwhelming  competition  it  became  the  master  of  a  vast 
market;  it  overcame  the  obstruction  of  the  Philadelphia 
authorities,  and  got  powers  to  construct  a  terminal  of  which 
it  had  stood  in  need  for  many  years.  It  is  building  that  line 
to  New  York  Harbour  which  it  has  wanted  so  long.  It 
leased  (1891)  the  newly  constructed  Philadelphia,  Harrisburg 
and  Pittsburg  railway  which,  connecting  with  the  B.  &  0.^ 
gives  it  that  entrance  into  Pittsburg  which  the  Pennsylvania 
RR.  withheld  from  it  for  so  many  years.  It  acquired  (1892) 
control  of  that  which  is  now  the  Pliiladelpliia,  Reading  & 
New  England  RaQway,  commanding  and  controlling  the 
only  all-rail  route  between  the  coalfields  and  New  England, 
leading  across  Poughkeepsie  Bridge.  All  these  amazing 
changes  are  of  recent  date,  some  even  not  quite  carried 
put;  hence,  to  formulate  the  benefits  that  must  accrue  from 
them  would  be  impossible,  and  to  speculate  upon  their 
consequences  idle ;  but  it  is  certain  that,  although  a  few  years 
must  elapse  before  we  shall  be  in  a  position  to  accurately 
gauge  their  full  bearing,  we  are  justified  in  expecting 
wondrous  results. 


CHAPTER  XX. 

THE   NEW   YORK,    ONTARIO   AND   WESTERN   RR,    CY. 

The  Ontario  &  Western  is  a  reorganisation  of  the  New 
York  and  Oswego  Midland  Railway,  which  was  chartered  in 
1866  and  opened  for  traffic  in  July,  1871.  For  various 
reasons,  the  majority  of  which  were  of  a  discreditable  nature, 
this  company  was  overburdened  with  a  very  excessive  capi- 
talisation, which  was  bound  to  lead  to  financial  troubles  at  an 
early  date;  consequently  little  surprise  was  felt  when  the  young 
corporation  defaulted  in  1873,  two  years  after  its  railway 
had  been  opened.  It  remained  in  the  hands  of  a  receiver  for 
five  years,  a  period  which  sufficed  to  prove  that  the  company 
never  would  be  able  to  meet  its  heavy  fixed  charges,  and 
its  road  was  sold  in  foreclosure  and  reorganised  in  1879,  when 
a  change  of  name  was  effected.  The  main  purpose  of  the 
reorganisation  was  to  convert  the  bonds  into  stock;  the 
receivers'  certificates,  which,  of  course,  had  first  rights  upon 
the  property,  were  exchanged  for  preferred  stock,  of  which 
$2,000,000,  funded  in  1885,  was  issued.  The  first  mortgage 
bonds  were  converted  into  common  stock,  and  so  were  the 
second  mortgage  and  other  bonds  and  shares,  the  latter 
paying,  however,  assessments  to  the  amount  of  30  per 
cent.  After  the  reorganisation  there  were  $2,000,000  pre- 
ferred and  $58,100,000  common  shares,  and  the  assessments 
paid  amounted  to  $9,429,430,  with  which  it  was  intended 
to  extend  the  road  to  Buffalo  and  Jersey  City,  thus  making 
it  a  trunk  line.  For  reasons  referred  to  below  this  project 
was  not  carried  out.   In  1884  the  preferred  stock,  with  the 
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exception  of  a  small  amount,  was  converted  into  6  p.c.  gold 
bonds,  of  which  an  issue  of  $4,000,000  was  authorised, 
$2,000,000  of  this  emission  being  used  for  the  conversion 
of  the  preferred  stock,  and  $1,000,000  to  pay  the  floating 
debt,  while  the  remainder  was  reserved  for  the  acquisition 
of  new  property.  In  1891  anissueof  $10,0(30,000  5  p.c.  gold 
general  mortgage  bonds  was  authorised,  part  of  which 
is  reserved  to  retire  the  6  p.c.  just  referred  to,  when 
they  fall  due  in  1914.  The  present  outstanding  capital  con- 
sists of  $58^13,983  common  stock,  $6,000  6  p.c.  old  preferred, 
$3,444,000  6  p.c.  first  mortgage  bonds,  and  $5,600,000  5  p.c. 
eonsohdated  mortgage  bonds ;  the  total  capitalisation  amounts 
to  $67,163,983,  and  therefore  reaches  the  immense  figure  of 
$209,000  per  mile  owned. 

The  Ontario  &  Western  was  projected  to  run  from 
Middletown,  on  the  Hudson,  to  Oswego,  on  Lake  Ontario, 
and  after  receipt  of  the  $9*4  miUions  assessments,  paid  by 
bond  and  share  holders  in  conformity  with  the  plan  of 
reorganisation,  it  was  intended  to  build  the  additional  lines 
to  Buffalo  and  Jersey  City  to  which  I  have  akeady  referred. 
Owing  to  the  machinations  of  the  projectors  of  the  West 
Shore,  who  were  connected  with  this  company,  these  plans 
were,  however,  not  carried  out,  but  instead  of  that  $3^^ 
millions  were  spent  upon  the  extension  from  Middletown 
to  Weehawken,  opposite  New  York,  while  the  remaining 
$6,000,000  were  to  be  devoted  to  the  improvement  of  the 
existing  lines.  In  the  meantime  the  West  Shore  RR.  was 
projected,  the  sponsors  of  that  company  holding  the  majority 
of  the  preferred  stock  which,  in  spite  of  its  small  amount, 
held  the  balance  of  voting  power;  and  so  it  came  to  pass 
that  an  agreement  was  entered  into  with  the  West  Shore 
which  was  everything  except  advantageous  to  the  Ontario  & 
Western.  At  first  the  West  Shore  was  to  have  running 
powers  over  the  0.  &  W.  between  Weehawken  and  Mid- 
dletown, but  this  agreement  was  altered  to  the  effect  that 
the   0.  &  W.  should  build  the  line  and  then  sell  it  to  the 


<;hap.  XIX.        THE  NEW  YORK,  ONTARIO  &  WESTERN  347 


West  Shore  for  $10,000,000  bonds  and  $2,000,000  shares 
of  that  company — an  agreement  which,  by  the  way,  illustrates 
the  manner  in  which  the  capital  of  the  West  Shore  was 
inflated;  it  paid  $12,000,000  in  stock  for  a  property  which 
-everybody  knew  was  to  cost  but  $3,500,000.  The  West 
Shore  thus  became  proprietor  of  the  new  line  between 
Middletown  and  Weehawken,  but  the  Ontario  &  Western  ob- 
tained running  powers  over  it,  for  which  it  paid  25  p.c.  of  gross 
receipts,  with  a  guaranteed  minimum  of  $500,000 ;  while  in 
addition  it  guaranteed,  together  with  the  West  Shore, 
$12,000,000  5  p.c.  bonds  of  the  West  Shore  &  Ontario 
Terminal  Company,  which  owns  excellent  terminal  accommo- 
dations, covering  420  acres,  in  Weehawken.  The  agreements 
between  the  two  companies  were,  however,  modified  in 
1886,  when  the  N.  Y.  Central  leased  the  West  Shore,  and 
again  in  1888;  according  to  the  last  contract  the  0.  &W. 
will,  after  1896,  have  to  pay  only  a  proportionate  share  of 
the  cost  of  maintenance  and  of  the  4  p.c.  interest  on  the 
$2,000,000  mortgage  (instead  of  $5,000,000  as  first  stipulated), 
plus  interest  on  expenditure  up  to  1886.  This  agreement, 
when  coming  into  force,  will  re-arrange  the  respective  share 
each  company  bears  of  the  expenses  on  this  line,  the  present 
-distribution  being  disadvantageous  to  the  Ontario. 


The  Ontario  &  Western  system  consists  of  the  following  parts: 

Lines  owned: 

Main  Line  Oswego  to  Cornwall 272  miles. 

Branches  to  New  Berlin,  Delhi  and  Ellen ville 48      „ 

Total  owned 320 

Lines  leased: 

Ontario  Carbandole  &  Scranton  RR 57      „ 

Wharton  Valley  RR 7      „ 

Lines  operated: 

West  Shore  from  Cornwall  to  Weehawken 53 


w 


Total  owned,  leased  and  operated 477      „ 
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The  main  line  directly  unites  Scranton  and  Weehawken 
with  Rome,  Utica  and  Oswego.  It  runs  from  the  latter  town 
to  Cornwall,  on  the  Hudson,  60  miles  above  Jersey  City, 
and  from  Cornwall  is  connected  with  Weehawken,  opposite 
New  York,  by  the  West  Shore,  whose  lines  it  uses  under 
the  an^angement  above  referred  to.  Branches  extend  to 
various  points  along  the  route,  the  most  important  among 
them  being  that  which  connects  with  Rome,  N. Y. ;  and  the 
new  line  from  Hancock  Junction,  N.Y.,  to  Scranton,  in 
Pennsylvania,  is  leased  in  perpetuity,  so  that  it  has  great 
prospects  as  a  carrier  of  coals.  The  railroad  was  built 
primarily  with  the  object  of  becoming  a  freight  road,  and 
still  retains  its  character  as  such;  but  among  the  numerous 
changes  and  improvements  of  recent  years  we  find  that  pas- 
senger traffic  has  become  more  prominent,  with  the  result 
that  the  earnings  from  this  source  at  present  exceed  $650,000, 
while  the  goods  traffic,  which  before  the  estabUshment 
of  the  aforesaid  connection  with  Scranton  exceeded  twice 
that  sum,  now  yields  three  times  as  much.  The  route  fol- 
lowed is  very  picturesque,  especially  that  portion  adjacent 
to  the  Catskill  Mountains ;  a  circumstance  inducing  an  ever- 
increasing  tourist  traffic,  which  is  persistently  and  successfully 
pushed  by  the  management ;  while  the  growth  of  population 
along  the  line  results  in  an  augmentation  of  local  business 
generally.  Yet  the  road  remains  above  all  a  carrier  of 
freight,  especially  coals,  and  the  line  to  Scranton,  Pa.,  has 
given  a  fresh  impetus  to  this  branchof  business  and  resulted 
in  a  very  material  increase  of  traffic,  as  will  be  seen  below. 
It  is  in  connection  with  this  that  the  prettiness  of  the 
district  traversed  affords  reason  for  regret.  From  a  tourist's 
point  of  view  the  Catskills  are  admu^able;  but  they  are 
hardly  conducive  to  low  working  expenses,  and  it  is  chiefly 
the  hilly  nature  of  this  country  which  causes  operating  expen- 
diture on  the  0.  &  W.  to  reach  the  abnormally  high  figure  of 
80  per  cent.  But  the  drawbacks  arising  from  steep  grades  are 
gradually  removed,  simultaneously  with  the  commercial  dis- 
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advantages;  for  the  0.  &  W.,  like  the  Erie,  runs  through  a 
country  devoid  of  geographical  advantages,  and  has  to  build 
up  its  local  traffic. 

In  Oswego  on  Lake  Ontario,  and  in  Cornwall,  the  road 
possesses  excellent  means  for  the  transfer  of  coals  (and  mer- 
<5handise  generally)  to  the  vessels;  and  in  Weehawken  a 
trestle  has  been  recently  completed,  with  an  admirable  plant, 
which  transfers  coals  to  the  barges  by  means  of  an  endless 
chain  with  buckets,  which,  with  one  man  to  look  after  it, 
does  the  work  formerly  requiring  150  shovellers,  with  the 
result  that  a  saving  of  6  cents,  per  ton  of  coals  is  effected. 
The  road  throughout  is  in  good  condition;  it  is  well  ballasted 
with  gravel,  has  steel  rails,  and  possesses  fair  stations.  An 
expensive  work  near  Sidney,  consisting  of  the  Zig-zag 
Tunnel,  which  pierces  a  mountain  formerly  traversed  by  a 
steep  and  winding  road,  was  completed  in  1891.  This  moun- 
tain enhanced  the  working  expenses  by  about  $30,000  a 
year,  and  as  the  interest  of  the  capital  spent  on  the  tunnel 
requires  but  half  that  sum,  an  annual  saving  of  about 
$15,000  is  effected.  Apart  from  this  work  about  $1,250,000 
have  of  late  been  spent  upon  other  improvements,  the  result 
being  an  increased  capacity  and  efficiency  as  well  as  somewhat 
lower  operating  expenses.  Nevertheless  there  is  still  room  for 
improvement. 

As  the  result  of  good  management,  the  financial  affairs  of 
tliis  company  have  of  late  years  undergone  a  very  great  change 
for  the  better.  Numerous  improvements  have  been  effected, 
and  the  modification  of  the  terms  on  which  the  agreement  with 
the  West  Shore  was  based,  as  well  as  the  development  of 
local  traffic,  has  enhanced  its  earning  power,  while  above 
all  the  completion  of  the  new  line  to  Scranton,  which  was 
built  under  the  auspices  of  this  company,  has  contributed  to 
the  increase  in  earnings.  The  gain  in  the  tonnage  carried 
in  1891,  which  exceeds  that  of  the  preceding  year  by  nearly 
90  p.c,  is  almost  entirely  due  to  the  opening  of  this  new 
road,  which  gives  over  75,000  tons  ofcoal  freight  per  annum. 
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and  will  contribute  much  more  in  times  to  come.  The  growth  of 
business  is  the  more  remarkable  because  in  the  same  year  an 
event  took  place  which  adversely  influenced  the  volume  of  traffic- 
carried   by   the   0.   &  W.   Formerly  this  company  used  to 
work  very  closely  with  the  Rome,  Watertown  and  Ogdens- 
burg,  now  part  of  the  N.  Y.  C.  system,  and  Canadian  Pacific 
freights  were  sent  along  these  two  lines  to  New  York.  Since 
the  lease  of  the  R.  W.  &  0.  to  the  N.  Y.  C,  and  the  traffic- 
agreement  between  the  Canadian  Pacific,  and  the  N.  Y.  C. 
consequent   thereupon,  Canadian  through  freights  have  been 
transferred  to  the  Vanderbilt  hues,  with  the  result  that  the  0.  &W, 
has  been  deprived  of  some  amount  of  traffic ;  but  fortunately  the 
financial  loss  is  very  insignificant,  I  am  told  that  rates  were  so 
poor  that  in  many  instances  they  amounted  to  0*3  cents  per 
ton-mile,    which    is   too   low   to   admit    of  profits;    hence 
the  absorption  of  the  R.  W.  &  0.  by  the  N.  Y.  C.  was  of 
no  great  consequence,  because  the  relations  with  both  Une& 
remain  cordial,  and  no  considerable  financial  loss  is  inflicted.. 
There  has  been  some  mention  of  acquisition  of  the  0.  and  W. 
by   the   Reading  interest,   but   as   far  as  I   can   ascertain 
without  foundation,  although  it  cannot  be  denied  that  similar 
rumours  contain  an  element  of  probability. 

The  Ontario  &  Western  cultivates  relations  with  coal 
owners,  and  in  doing  this  it  has  adopted  a  very  wise  course. 
The  company  abstains  from  trying  to  become  an  owner  of 
mines;  to  be  such  an  owner  may  in  itself  be  an  excellent 
thing,  but  in  the  majority  of  cases  the  operation  of  mines 
by  railways  results  in  a  loss,  or  at  any  rate  carries  with  it 
that  risk  which  is  inseparable  from  all  mining  enterprises. 
The  0.  and  W.  follows  a  different  poUcy.  Upon  good 
collateral  it  advances  money  to  mines,  against  interest;  and 
in  return  for  this  it  receives  traffic  and  contracts.  Thus 
it  enjoys  advantages  without  incurring  loss  or  risk.  The 
policy  adopted  by  President  Fowler  is  undoubtedly  a  veiy 
judicious  one,  and  proves  an  excellent  substitute  for  ownership,, 
which   in   this    case   would   be  the   more   difficult  because- 
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the   company   has   a   very  heavy  capital  and  an  exhausted 
credit. 

It  is  this  excessive  capitalisation  in  addition  to  the  abnor- 
mally high  operating  expenditure  which  causes  the  Ontario  & 
Western  to  be  a  very  unremunerative  enterprise.  During  the 
past  year  its  total  available  revenue  exceeded  only  one  per 
cent,  of  its  total  capital,  and  its  gross  earnings  reach  but 
five  per  cent,  of  the  total  stock  outstanding,  instead  of  the 
ten  which  may  be  regarded  as  the  minimum  the  average 
American  road  should  earn.  And  with  regard  to  these  figures 
it  must  be  remembered  that  the  company  is  doing  much 
better  now  than  it  ever  was  before;  indeed,  the  expansion 
must  be  deemed  remarkable  in  its  way,  for  without  any 
appreciable  extension  except  the  new  line  to  Scranton  the 
company  carries  and  earns,  roughly  speaking,  twice  as  much 
now  as  it  did  five  years  ago,  as  is  shown  by  the  following : — 


Comparative  Statement  showing  development  of  mileage  and 
business  on  the  New  York,  Ontario  &  Western  BB.  during  the 
six  years  ending  June  80 j  189 L 


Miles  of  road  operated  end 
of  year  

Million  passengers  carried 
one  mile 

Million  tons  of  freight  car- 
ried one  mile 

Gross   earnings  per  mile($) 

Average  freight  rate  (cents) 

Percentage   operat.   exp.  to 

gross  earnings 


1891. 

1890. 

1889 

1888. 

1887. 

1886. 

477 

477 

424 

424 

422 

422 

360 

299 

32-2 

27  9 

26-2 

23-3 

1,948 

5.899 

1,371 

1-03 

1,038 

6,006 

1.130 

1-24 

849 

5,450 

834 

1-34 

818 

5,262 

798 

1-34 

550 

4,426 

767 

1-45 

614 

4.480 

666 

1-53 

803 

81-7 

84-8 

84-8 

83-4 

851 
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The  result  of  this  growth  of  business  has  been  a  gi-ati- 
iying  gain  in  revenue,  shown  in  the  subjoined  table:— 

Comparative  Financial  Statement  of  EarningSj  Expenses  and 
Disbursements  of  the  K  Y.,  Ontario  &  Western  BB.,  covering 
four  years  ending  June  30th,  1891. 


Passengers  Earnings. 
Freight  „       . 

Miscellaneous 


Total 

Operating  expenses  and  taxes. 


Net  earnings. 
Other  revenue  .  .  . 


Total  available  income 


Interest  on  bonds 
Other  interest .  . 
Rentals 


1891. 


1890. 


1889. 


1888. 


656,185 

2,013,685 

139,832 


2,809,702 
2,155,372 


654,330 
75,000 


614,653 

1,455,994 

127,799 


2,220.446 
1,768.043 


$ 
511,304 
1,123,776 
105,633 


432,403 


729,330 


453,902 

5,033 

169,756 


Balance  surplus 


100,439 


432,403 


1,7-40,713 
1,472,862 


267,&51 


480,482 

1,096,731 

106,484 


1,683,897 
1,428,218 


255,497 


267,851 


203,000  J 
4,212' [   2a5,105 

78,750  ) 


146,441 


62,646 


255,497 


182,969 


62,428 


Last  year  there  was  available  revenue  to  the  amount  of 
$729,330,  and  after  payment  of  rentals  and  interest  on  the 
small  amount  of  bonds  outstanding,  a  surplus  of  a  little  over 
$100^000  remained.  It  need  scarcely  be  said  that  out  of 
this  small  sum  no  dividend  on  the  enormous  share  capital 
could  be  paid. 

The  position  of  the  company  can  be  briefly  summarised 
as  follows:  There  exists  the  certainty  of  a  gi'owing revenue, 
and  this  certainty  would  be  emphasised  if  the  0.  &  W. 
were  in  a  position  to  spend  more  money  upon  betterments: 
at  the  same  time  it  seems  desirable  to  devise  some  means 
that  would  pave  the  way  for  the  distribution  of  a  dividend, 
however  small,  upon  the  share  capital.  It  appears  that  the 
management  has  succeeded  in  effecting  a  compromise  between 
the  wants  of  the  company  and  its  conditions.  The  issue  of  ano- 
ther general  mortgage,  this  time  consisting  of  4  p.c.  bonds  and 
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amounting  to  $20,000,000  has  been  sanctioned  at  a  recent 
meeting  by  436,895  consenting  against  but  100  dissenting 
votes.  The  new  bonds  are  for  100  years  and  carry  4  p.c. 
interest.  The  $4,000,000  6  p.c.  first  mortgage  bonds  now 
outstanding  can  be  retired  any  dividend  day  by  the  payment 
of  $4,400,000;  and  $5,500,000  of  the  new  bonds  wiU 
be  devoted  to  this  purpose,  reducing  the  annual  interest 
charge  by  $20,000.  The  5  p.c.  mortgage  maturing  in 
1899  is  outstanding  to  the  extent  of  $5,600,000,  and  an 
amount  of  the  four  per  cents,  requiring  the  same  annual 
charge  for  interest  will  be  set  apart  to  insure  the  retirement 
of  the  fives  whenever  it  may  prove  expedient;  $7,000,000 
of  the  fours  will  accordingly  be  retained  for  this  purpose, 
the  result  being  that  $7,500,000  of  the  general  four  per 
cent  bonds  will  remain  in  the  treasury,  available  for  present  or 
future  requirements  of  the  corporation.  The  present  needs 
are  chiefly  comprised  in  a  modest  addition  to  cars  and 
locomotives,  the  construction  of  docks  and  coal  trestles 
at  Cornwall)  similar  to  those  which  the  company  already 
has  at  Weehawken,  and  some  portion  of  capital  to  be 
available  in  assisting  development  of  collieries  tributary 
to  the  company,  largely  secured  by  mortgages  or  otherwise 
upon  the  properties.  It  is  intended  to  issue  within  the 
year  an  amount  not  exceeding  $1,000,000  of  the  new  fours, 
to  be  used  from  time  to  time  to  provide  means  for  the 
above  and  similar  purposes,  which  will  entail  an  additional 
charge  of  only  $20,000  per  annum,  after  making  allowance 
for  the  saving,  shown  above,  in  the  interest  on  the  fii'st 
mortgage  sixes.  In  addition  a  committee  has  been  appointed 
to  inquire  into  the  feasibiUty  of  an  exchange  of  the  present 
common  shares  into  first  and  second  preferred  and  common 
shares,  and  this  exchange,  if  carried  out — and  no  doubt  it 
will  be  in  due  course — will  render  possible  a  division  of  the 
annual  surpluses  that  may  be  confidently  anticipated. 

1     These  have  been  completed  by  this  time. 

American  Railroads.  23 
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Subjoined  is  a  copy  of  the  last  balance  sheet  issued  by 
the  company: — 

Balance  SJieet,  June  30thf  1891, 

Assets —  % 

Franchises  and  property 64,776,850 

Investments  in  other  companies 3,071,530 

Cash  at  bankers 50,200 

stores,  fuel,  etc.,  on  hand 190,245 

Sundry  accounts  due  company 649,193 

Traffic  accounts  due  company 109,422 

Loans  secured  by  mortgages I 422,044 

Miscellaneous 25,740 

Total  assets 69,295,225 

Liabilities — 

Common  stock 58,113,983 

Preferred  stock 6,000 

First  mortgage  6  p.c.  bonds 3,444,000 

Consol.  first  mortgage  5  p.c.  bonds 5,600,000 

Revenue  balance 456,741 

Interest  due  and  accrued 104,071 

Sundry  accounts  due  by  company 302,843 

Traffic  accounts  due  by  company 131,599 

Wages  for  month  of  June 111,463 

Loans  and  bills  payable 504,267 

Whar.  Valley  Railway  construction  fund,  balance .  55,264 

Hancock  &  Pa.  RB.         do.                    do                     147,657 

Profit  and  loss 317,337 

Total  liabilities 69,295,225- 


Note: — Financial  statemeiiis,  etc.,  for  the  year  1891— 92 
are  given  in  the  Appendix. 


CHAPTER  XXI, 

THE   NEW   ENGLAND   GROUP. 

The  railroads  of  New  England  present  many  contrasts 
with  those  of  most  if  not  all  other  parts  of  the  Union,  a 
fact  closely  connected  with  the  exceptional  position  occupied 
by  this  small  but  vital  part  of  the  Great  Republic.  Maine,  Ver- 
mont, New  Hampshu'e,  Massachusetts,  Rhode  Island  and 
Connecticut  may  collectively  cover  a  smaller  area  than  any 
Western  State,  but  they  are  ahead  of  all  in  density  of  population, 
in  wealth,  and  in  industrial  importance.  Within  the  narrow 
limits  of  his  home  the  brainy  New  Englander  has  contrived 
to  concentrate  many  of  America's  greatest  industries,  and 
this  in  spite  of  the  disadvantages  arising  from  the  fact  that 
for  the  supply  of  his  raw  materials,  and  even  of  his  fuel, 
he  depends-  upon  other  and  distant  parts  of  the  Union. 
Cotton,  wool,  hides  and  metals  are  brought  hither  from 
remote  regions  and  transformed  into  textiles,  shoes,  tools, 
machineiy,  and  a  hundred  other  articles  to  the  production 
of  which  the  inventive  genius  of  the  shrewdest  class  of  men 
applies  itself;  and  all  these  articles  of  merchandise  are  dis- 
tributed tliroughout  the  country,  and  follow  the  enterprising 
sons  of  New  England  to  whom,  more  than  to  any  other 
class  of  men,  the  development  and  the  greatness  of  the 
RepubUc  are  due. 

Boston  (population  448,000)  is  the  commercial  focus 
of  New  England,  a  centre  of  finance  and  shipping,  and 
the  seat  of  vast  industrial  enterprise.  Throughout  Massa- 
chusetts,   of  which  it  is  the  capital,  hundreds  of  industries 
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flourish,  and  there  are  not  many  spots  in  the  entire  State 
from  which  no  tall  chimneys  are  visible.  Its  most  important 
products  are  textiles,  boots  and  shoes,  machinery  and 
watches.  In  America  everybody  wears  ready-made  boots, 
and  more  than  a  hundred  millions  of  them  are  manufactured 
annually  in  New  England ;  Springfield,  Lowell,  Worcester,  and 
scores  of  other  places  subsist  almost  entirely  on  these  great 
industries.  By  far  the  major  portion  of  the  population  is 
employed  in  manufactures,  and  agriculture  becomes  less  and 
less  profitable,  while  rural  districts  are  rapidly  depopulating, 
chiefly  owing  to  the  competition  of  the  West  with  its  cheap 
lands  and  low  railroad  rates. 

Whether  the  New  England  industries  will  retain  then* 
predominance  is  an  open  question,  concerning  which  opinions 
differ.  At  present  the  raw  produce  of  the  South  and  West 
is  carried  to  New  England,  transformed  into  manufactured 
goods,  and  shipped  back  to  the  place  whence  it  came  in 
its  crude  condition;  but  new  industrial  centres  are  every- 
where rapidly  coming  into  existence  in  regions  hitherto  merely 
producers  of  raw  materials;  large  works  are  being  erected 
by  the  score  in  the  very  heart  of  States  producing  iron, 
cotton,  wool,  etc.,  and  as  the  cost  of  transportation  over 
a  distance  of  thousands  of  miles  is  thereby  saved,  while  at 
the  same  time  labour  in  some  cases  is  cheaper.  New  England 
will  not  much  longer  produce  the  agricultural  implements 
used  on  Western  farms  nor  the  cotton  shirts  affected  by  the 
negroes  while  they  pluck  the  "  Unt "  from  the  stacks.  It  seems, 
therefore,  that  New  England  will  gradually  lose  its  relative 
importance  as  an  industrial  centre,  although  in  a  growing 
country  this  does  by  no  means  imply  that  its  industries 
will  decline. 

Throughout  these  States  there  is  a  dense  network  of  rail- 
roads, the  total  mileage  of  which  now  exceeds  7,000  miles. 
As  a  class,  as  I  have  said  before,  they  differ  entirely  from 
other  lines,  chiefly  because  the  movement  of  those  staple  articles 
which  on   account   of  the   small  profit  their  transportation 
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yields  are  termed  "low  freights''  does  not  preponderate  over 
a  highly  developed  local  traffic ;  and  in  connection  with  this 
last  feature  they  have  characteristics  which  the  majority  of 
American  roads  lack,  such  as  good  rates  and  a  vast  pas- 
senger traffic.  For  these  reasons  the  following  statistics  should 
not  lead  to  inferences  regarding  American  railroads  in  general, 
although  they  are  decidedly  interesting  on  account  of  the 
insight  into  the  working  of  railroads  which  they  give.  For 
most  of  the  figures  I  am  indebted  to  the  courtesy  of  Mr. 
Robert  P.  Porter,  Superintendent  of  Census,  Interior  Depart- 
ment, Washington,  who  supplied  them  to  me  with  dispatch 
and  with  a  commendable  absence  of  "  red  tape." 


Number  of  passengers  .  .  . 

Tons  of  freight 

Earnings,  passengers.   .  .  . 

„  freight 

Total  revenue 

Length  (miles) 

Employees 

Passenger  cars 

Freight  „ 

Engines 

Earnings  per  passenger-mile 
Earnings  per  ton-mile  .  .  . 


1890. 

1880. 

103,374,000 

52,221,000 

35,295,000 

24,003,000 

$33,477,000 

$21,405,000 

$34,001,000 

$25,683,000 

$69,475000 

$49,001,000 

6,942 

6,021 

49,586 

32,585 

3.803 

2,622 

49,140 

35,051 

2,151 

1,616 

1.92c. 

2.19c. 

1.42c. 

1.84c. 

Whereas  on  all  railroads  of  the  United  States  the  average 
revenue  from  freight  is  more  than  150  p.  c.  larger  than  that  from 
passengers,  on  this  particular  group  the  receipts  from  the 
two  sources  are  nearly  alike.  Taking  this  circumstance  into 
consideration,  we  find  that,  looked  upon  from  the  point  of 
revenue,  fourteen  freight  cars  yield  the  same  as  one  pas- 
senger carriage,  and  that  three  passengers  pay  as  much 
as  one  ton  of  freight.  The  development  of  business  is 
clearly  shown  by  the  fact  that  in  ten  years  the  revenue 
increased  40,  while  the  mileage  only  grew  15  per  cent.; 
but   whereas   goods  traffic  increased   32,  the  earnings  from 
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passengers  rose  56  per  cent.  Nevertheless,  this,  general  increase 
has  been  by  no  means  as  important  as  that  on  the  Western 
roads  during  the  same  period,  as  is  shown  by  statistics  relat- 
ing to  other  groups. 

The  following  table  gives  data  showing  the  equipment 
of  New  England  railways.  As  the  proportionate  equipment 
of  American  roads  is  a  matter  of  great  interest,  the  figures 
are  placed  side  by  side  with  the  statistics  relating  to  the 
New  England  group. 


Passenger  engines  per  100  miles  of  line  .  .  . 
Freight  engines  per  100  miles  of  line     .  .   . 

Freight  cars  per  100  miles  of  line 

Passengers  cars  per  100  miles  of  line  .... 

Tons  freight  carried  per  engine 

Annual  ton-miles  per  freight  engine 

Passenarers  ner  enerine 

1890. 
N.  Engl. 

1890. 
U.  States 

16 

12 

752 

58 

44.397 

2,923,253 

102,755 

1,545,409 

1,370 

36 

761 

5 

10 

557 

17 

35,643 

4,583,786 

58,444 

1,430,105 

1,583 

54 

Pa^spnorftv-Tnilpa  t\9v  pn^ino    • 

Freight  cars,  per  1,000,000  tons 

Passenger  cars,  per  1,000,000  passengers  .  .  . 
Number  of  employees  per  100  miles 

A  statement  showing  the  amount  of  traffic  for  which  the 
employment  of  one  man  is  necessary  indicates  that  for  every 
man  employed  1,380  tons  of  freight  and  4,029  passengers 
are  carried  annually. 

After  these  statistical  data,  which  are  of  greater  interest 
to  "railroad  people''  than  to  the  general  reader,  let  us  say 
a.  few  words  about  the  relations  between  the  New  England 
railways  and  the  others  of  the  United  States.  Owing  to  its 
situation  the  New  York  Central,  whose  line  by  the  Hud- 
son runs  along  the  border  of  New  England,  and,  as  it  were, 
cuts  off  New  England  traffic  from  the  rest  of  the  States, 
is  the  principal  railway  controlling  New  England  business 
.since  nearly  all  through  traffic  with  the  West  has  to  cross 
its  lines.   The  Boston  and  Albany  is  its  ally,  and  the  inter- 
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change  of  traffic  at  Albany  is  very  important,  the  bulk  of 
New  England  merchandise  being  sent  to  the  West  along 
Vanderbilt  Unes.  The  Fitchburg  RR.,  however,  also  receives 
a  considerable  volume  of  Western  freight  carried  along  the 
Erie  and  Delaware  and  Hudson  railroads,  and  likewise  the 
N.  Y.  &  N.  E.  (see  p.  213—14).  From  Few  York,  Boston 
is  reached  along  the  N.Y.,  N.  H.  and  H.,  and  the  N.Y. 
and  N.  E.,  the  former  running  into  the  Central  Station  in 
42nd-street  by  using  the  Harlem  road.  Traffic  with  other 
Southern  points,  notably  Pennsylvania,  is  conducted  along 
Poughkeepsie  Bridge  (now  controlled  by  the  Reading)  which 
crosses  the  Hudson  at  Poughkeepsie,  and  the  circumstance 
that  this  is  rather  a  roundabout  way  induced  Mr.  Austin 
Corbin,  who  is  now  President  of  the  Long  Island  Railroads, 
to  project  a  new  route  from  Philadelphia  to  Boston,  evading 
Poughkeepsie  Bridge  by  running  along  Staten  Island  and 
Long  Island,  and  crossing  New  York  Harbour  and  Long 
Island  Sound  by  means  of  ferries.  A  glance  at  the  map 
will  show  that  this  route  shortens  the  journey  to  Boston 
considerably,  and  if  Mr.  Corbin  has  the  support  of  the 
Pennsylvania  Railroad,  as  is  said  he  has,  the  introduction  of 
a  new  competing  element  may  revolutionise  traffic  with  the 
busy  north-east  corner  of  the  States.  In  addition  the  Grand 
Trunk  of  Canada  and  the  Canadian  Pacific  (the  former  touching 
Portland,  Me.,  and  forming  a  junction  with  the  Central 
RR.  of  Vermont)  connect  with  the  West  and  Northwest. 

Among  the  numerous  companies  constituting  the  New 
England  Group  the  following  are  the  principal.  To  the 
liame  of  each  the  mileage  of  all  roads  operated  is  added, 
and  also  an  indication  of  their  principal  terminals: — 
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MUeaffB' 

Boston  &  Albany 389 

Boston  &Lowein 369 

Boston  &  Maine  [ 1210 

Maine  Central       ) 321 

Central  of  Vermont 731 


PitchburgRR 436 

New  York  &  New.  England.  ...    508 
New  York,  New  Haven  &  Hartford  i 
New  York,  Providence  &  Boston  ] 

and  steamers 
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Termini. 
Boston,  Albany. 
Boston,  Lowell,  etc. 
Portland  and  North  Maine. 
Boston,  Portland. 
Points  in  Vermont  with  Ogdensburg 

and  Boston  connections. 
Boston,  Albany. 
Boston,  New  York. 
New  York,  Hartford,  Providence. 
Worcester,    New  London  and  Boston 

connections. 


THE   BOSTON   AND   ALBANY   RE. 

This  line  connects  Albany,  N.Y.,  with  Boston,  and,  as  is  well 
known,  is  part  of  the  Yanderbilt  system.  Although  its  component 
parts  are  older,  the  company  has  existed  in  its  present  form  since 
1867,  when  the  Boston  &  Worcester  and  Western  RR.  were 
consoUdated.  The  corporation  has  a  bonded  debt  of  $10,858,000 
and  a  share  capital  of  $20,000,000,  both  being  chiefly  owned 
by  the  Yanderbilt  interest.  A  cash  dividend  of  8  p.c.  has  been 
paid  regularly  for  a  number  of  years,  in  addition  to  two 
small  scrip  dividends. 

Below  are  condensed  statements  taken  from  the  three  last 
annual  reports. 


TRAFFIC  STATISTICS  AND  EARNINGS. 


Operations — 
Passengers  carried.  . 
Passenger  mileage.  . 
Freight  (tons  carried) 
Freight  (ton-mileage) 

Earnings — 

Passengers 

Freight 

Mail,  express,  etc.  .  . 


Total  gross  earnings.  .  . 

Operating  expenses — 
Maintenance  of  way  ... 
Maintenance  of  equipment 
Transportation  expenses.  . 
General 


Total  (including  taxes). 
Net  earnings 


1891-92. 

12,0  mill. 
217,7      „ 

4,2     „ 

4,018 100 
4,725.913 
1,119,303 


9.863316 

1,610,859 

1.453656 

4,154,324 

184344 


7.403.183 
2,460,133 


1890-91. 

11.6  mill. 
211,8 

3,9 
401,0 


» 


3,883,452 

4,373,988 

958,782 


9,216,222 

1,565,151 

1,189,433 

3,876,126 

177,041 


6.807,751 
2,408,471 


1889-90. 
11,2  mill. 
201.1      „ 
3,8      „ 

S 
3,768860 
4.446,586 
935,6-23 


9.151,069 

1,162,471 

1,218,837 

3,722,862 

172.607 


6,276.777 
2,874,292 
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INCOME  ACCOUNT. 

1891-92.  1890-91. 


Net  earnings 

Disbursements — 

Rentals  paid 

Interest  on  debt 

Dividends  (8  p.c.) 

Total  disbursements . 
Balance,  surplus 


2,460,133 

78,000 

517,067 

1,800,000 


2,895,067 
*65,066 

BALANCE  SHEET. 
1892. 


2,408.471 

7aooo 

662,900 
1,600,000 


Assets — 

Cost  of  road  and  equipment  . 

Hudson  River  bridges 

Other  permanent  investments 

B.  &  A.  7  p.c.  bonds 

Materials  and  supplies  .... 

Due  from   companies  and  in- 
dividuals   

Trustees'  improvement  fund.  . 

Cash 

Total  assets 

Liabilities — 

Stock,  common 

Payments    on    January,  1892» 
stock 

Funded  debt  

Interest  and  rentals  due  and 
accrued 

Unclaimed  dividends   and  in- 
terest  

Ledger  balances 

Improvement  fund 

Sinking    fund    and   miscella- 
neous   

Profit  and  loss 

Total  liabilities 


$ 
27.514,117 
475,485 
1,938,378 


301,477 

365.164 

1.793,832 

849,804 


2.340,900 
67,571 

JUNE  30. 

1891. 

$ 

27,514,116 

475,485 

1,913,704 

305.611 

466,566 

765,164 

1.662,699 

638,909 


33,742,255 
25.000,000 


5,875.000 

49,725 

562,76 

96,996 

1,403,528 

127,804 

122,229 


33,238.257 


33,742,255 
20,000,000 

527,320 
10,858,000 

195558 

401.809 

259,200 

1,278,010 

122,188 

100,168 


33,742,255 


1889-90. 

$ 
2,874.292 

78,000 

662,900 

1,600,000 


2,340,900 
533.392 

1890. 
S 
27,514.117 
475,485 
1,820,051 

325,C63 

415,164 

1.559,109 

943.987 


33,052,976 
20,000,000 

10.858,000 

195,558 

402,758 

267,454 

1,180,106 

116,500 

32,597 


33,052,976 


(The  balance  sheet  shows  amounts   of  share  capital   and  funded  debt ;  of 
the  former  $30,000,000  are  authorised.) 

BOSTON  AND   LOWELL   EE. 

This  company  owns  89  and  leases  280  miles  of  railway 
interconnecting  Boston,  Lowell,  and  other  important  points 
in  and  around  Massachusetts.  In  1887  its  property  was 
leased  for  99  years  to  the  Boston  &  Maine,  which  pays  as 
rental  7  p.c.  on  the  share  capital  until  1897  and  8  p.c.  thereafter. 
This  progressive  rate  seems  justified  by  the  increasing  return 
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upon  the .  capital  of  this  company,  which  rose  bj^  degi-ees 
from  4p.c.  in  1881  to  6^^  p.c.  in  1887.  For  capitalisation  see 
under  Boston  &  Maine. 

BOSTON   AND   MAINE   ER. 

The  Boston  and  Maine  is  a  consolidation  of  various  lines 
which  together  form  the  most  extensive  sj^stem  of  New 
England.  The  railway  connects  Boston  with  Portland,  Me., 
where  it  meets  the  Maine  Central  (which  it  controls)  and  the 
Grand  Trunk,  and  touches  numerous  other  points  and  junc- 
tions in  Maine,  New  Hampshire  and  Massachusetts.  Until 
1890  the  company  owned  but  124  miles  out  of  the  total  of 
1,209  which  it  operated;  but  in  1890  amalgamation  with 
the  Eastern  RR.  of  Massachusetts  and  the  Portsmouth 
&  Conway  RR.,  which  formerly  had  been  leased,  took  place ; 
in  consequence  the  mileage  owned  to-day  is  316  miles  out 
of  a  total  operated  of  1,210.  The  present  company  has  the 
same  capital  as  the  three  of  which  it  is  composed,  although 
common  stock  was  redistributed  owing  to  the  superior  value 
of  original  Boston  &  Maine  shares.  Bonds  and  preferred 
shares  of  the  Eastern  RR.  simply  became  B.  &  M.  securities. 

The  property  is  in  fair  condition,  steel  rails  of  a  hght 
weight  being  found  on  all  main  lines.  Passenger  traffic 
is  unusually  large,  yielding  a  Uttle  more  than  merchandise 
which  for  the  greater  part  consists  of  local  New  England 
freight,  carried  at  very  good  rates.  Although  the  latter  are 
undoubtedly  declining  they  have  not  prevented  the  growing 
business  from  yielding  more  as  time  went  on.  The  following 
traJBic  statistics  have  been  issued: 

Traffic  Statistics  J  Boston  and  Maine  BR, 


Years 

ending 

Sept.  80. 

Average 

mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 

passengers 

one  mile. 

Hate, 
Cents. 

Revenue, 

$ 

Million 

tons  one 

mile. 

Hate, 
Cents 

UeventM, 

$ 

1887 
1888 
1889 
1890 
1891 

609 
1.209 
1.2  0 
1.210 
1,210 

239  7   • 
:^35  1 
379  8 
408-5 
4i3  4 

1  825 
1.937 
1.802 
1.799 
1.818 

6,489,565 
6,845.715 
7,347,201 
7,514,771 

144-6 
291-6 
3340 
482-2 
426-9 

2.217 
1.955 
1.857 
1  647 
1.624 

5,700.569 
6.203,431 
7.  18,583 
7,011,127 
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Tlte  following  table  shows  earnings,  expenses,  revenue  and 
expenditure  for  the  last  four  years,  ending  Sept.  30th. 


Earnings — 

Passenger 

Freight 

Mail,  express,  etc. 


Total  gross  earnings 
Expenses — 
Maintenance  of  way,  etc.. 
Maintenance  of  cars  .   .  . 

Motive  power 

Transportation 

General 

Taxes 


Total  expenses 
Net  earnings  .  .  . 

Revenue  — 
Net  earnings  .  .  . 
Interest,  rents,  etc. 


Total 

Expenditure — 

Rentals 

Interest  on  bonds. 
Other  interest  .  . 
Sinking  luuds.  .  . 

Dividends 

Rate  of  dividend  . 
Eastern  KR .  .  .  . 


1890-91. 

S 
7,514,771 
7,011.127 
656,764 


15,182,662 

2,092,716 

940,538 

2,795,703 

3,858,656 

357,862 

683,210 


1889-90. 

$ 
7,347,201 
7,118,583 
625,907 


1888-89. 

$ 
8,845,715 
6,203,431 
612,661 


1887-88. 

$ 
6,489,565 
5,700.569 
534,385 


15,091,691 

2.242,402 
1,053,652 
2,749  289 
3,500,919 
342,411 
678,540 


10,728,685 
4,453,977 

4,453.977 
497,334 


Total 
Balance. 


4,951311 

2,018.090 

982,224 

181,077 

68,381 

1,329,030 

9  c;  6  pref. 


4,578,802 
Sur.  372,509 


10,567,213 
4,524,478 

4,524.478 
439,500 


4,963,978 

2,576.381 
580,544 
150,757 
100,000 

1,042,211 
9j^  c;  3  pf. 


13,661,807 

1,9!0,259 

909.910 

2,503,478 

3,288,606 

282,855 

584357 


9,479,465 
4,182,342 

4,182.342 
397,325 


4.449393 
Sur.  514,085 


4,579,667 

2,933.517 
356,941 
109,853 
37,095 
630,000 
9  per  cent. 
436,000 


12.724,519 

2.002,351 

897,407 

2.347,319 

3,048,081 

314,412 

632,198 


9.241,762 
3,482,757 

3,482,757 
386,279 


4,503,406 
Sur.  76.261 


3.869,036 

2,862.902 

324378 

51,486 

11,779 

630.000 

9  per  cent. 


3380,545 
Def.  11,509 


The  capitalisation  of  the  B.  &  M.  consists  of  $17,302,300 
common  shares  and  $3,149,800  preferred,  as  well  as  $17*1 
million  bonds  of  various  descriptions,  including  Eastern  of 
Massachusetts  and  Portsmouth  &  Conway  issues.  The  com- 
pany  also  guarantees  7p.c.  (later  8  p.c.)  rental  on  $5,529,400 
Boston  &  Lowell  stock  (g.  v.)  and  $7*3  million  B.  &  L.  bonds. 

CENTRAL   VERMONT   RR. 

This  company  leases  all  of  its  Unes,  which  are  mostly 
situated  in  the  State  of  Vermont,  the  connection  with  Og- 
densburg,  NY.,  being  the  most  notable  exception.  The 
system  is  connected  by  ferry  with  the  Canadian  Pacific,  and 
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at  another  point  unites  with  the  Grand  Tiiink;  in  conse- 
quence, the  road  has  some  through  traffic  for  Boston 
which  it  gives  to  other  lines,  chiefly  the  Old  Colony  RR. 
The  total  length  of  the  railways  operated  by  the  company 
is  731  miles.  During  1890 — 91  earnings  on  631  miles  were: 
gross,  $4,541,359;  net,  $1,399,405;  available  revenue, 
$1,413,917  ;  surplus,  $4,155. 

FITCHBUEG   RR. 

The  foundation  of  this  company  waslaidasearly  as  1842; 
to-day  it  embraces  436  miles  of  excellent  road  between 
Rotterdam  Junction  (Albany)  and  Boston  which  render  it  a 
formidable  competitor  of  the  Boston  &  Albany.  In  a  measure 
the  Fitchburg  RR.  is  State-supported,  the  State  of  Mas- 
sachusetts holding  $5,000,000  of  its  common  stock,  which 
pays  no  dividend ;  on  its  preferred  stock  3^  p.c.  was  paid  in 
1891.  The  capitalisation  of  the  company  can  be  seen  from 
the  subjoined  balance  sheet.  The  line  is  notable  chiefly 
on  account  of  the  Hoosac  Tunnel,  one  of  the  longest  in  the 
world,  which  measures  4^/4  miles  from  end  to  end,  took 
20  years  to  construct,  and  cost  $16,000,000.  The  expense  was 
borne  by  the  State  because  the  tunnel  shortens  the  route 
between  New  England  and  the  West.  The  Fitchburg  RR. 
works  under  close  agreement  with  the  Delaware  &  Hudson 
and  Erie  RR.,  which  see. 

Subjoined  are  statements  showing  earnings,  expenditure, 
and  condensed  balance  sheet: — 

Statistics  of  Traffic  on  the  Fitchburg  BB. 


Tears 

ending 

June  SO. 

Average 

mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 
passengers 
carried 
one   mile. 

Rate, 
Cents. 

Bevenue, 
S 

Million 

tons 

carried 

one  mile 

Rate, 
Cents. 

Revenue^ 
$ 

1887 

345 

74-0 

1.89 

^ 

238-9 

1.13 

— 

1888 

369 

85-3 

1.97 

— 

3030 

1.09 

— 

1889 

869 

88-6 

1.94 

1.712,886 

3500 

1.04 

3,574,593 

1890 

369 

91-7 

2.17 

1,755,765 

390-0 

1.02 

3,961,776 

1891 

436 

103-8 

1.37 

2,192,422 

437-2 

1.00 

4.387,900 
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Veara  end  June  SO. 

Total  miles  operated 

Earnings — 

Passenger 

Freight 

Miscellaneous 

Total  gross  earnings.  .  .  . 

Operating  expenses.  .  .  .  .  . 

Taxes 

Total  expenses 

Net  earnings 

Percentage  of  operat.  exp.  to 

earnings,  (excluding  taxes). 


ReceipU — 
Net  earnings 

Disbursements — 

Rentals  paid 

Interest  on  bonds.  .  .  . 

Other  interest   

Dividends 

Total  disbursements. 
Balance 


1891-92. 
436 


7,348,805 


5,336.778 
2,012,027 


69  57 


1890-91. 
436 
'$ 

2,192,422 

4,387,900 

270,682 


6,851,004 

4,917,538 

215,927 


5,133,465 
1,717,539 


71  78 


1889-90. 
369 
$ 
1,755,765 
3,961,776 
541,993 


6,259,534 

4,350,003 

175,598 


4,525,606 
1,733,928 

69-74 


1888-89. 

369 

$ 
1,712,886 
3,574,593; 

460,506, 


5,747,985 
4,263,080 

127,712 


4,390,792 
1.357.193 

73-80 


Income  Account. 


2.012,027 

260,980 

945,271 

18,793 

649,238 


1,874,282 
Sur$137.745 


1,717,539 

274,980 

869,068 

20,216 

662,750 


$1,727,014 


1.733.928 

271.980 

799,153 

8,263 

261,836 


$1,341,232 


Def.  $9,475  Sur.  $392,696 


1.357,193 

281,280 

762.806 

27.875 


$1,071,961 
Sur.$2S5.232 


The  report   for  1892  being   preliminary  no  copy   of  balance  sheet  can  yet 
be  given. 


GENERAL  BALANCE  SHEET,  JUNE  30. 


Assets — 

Construction 

Equipment 

Boston  Barre  &  Gard.  construction 

Troy  &  Green.  RR.  &  Hoo.  Tun.  consol.    .  . 

Hoo.  Tun.  Dock  &  El.  purchase 

Troy  «&  Boston  consolidation 

B.  H.  T.  &  W.  R'y  purchase 

Cheshire  RR   consol 

South  Vt.  RR.  purchase 

Permanent  improvements 

Investments 

Cash 

Bills  and  cash  accounts  receivable 

Materials  and  supplies 

Total 


1891. 

3890. 

$ 

$ 

5.44U76 

5,441,376 

3,816,836 

3,733,601 

958,509 

958,509 

11,787.785 

11,787,785 

2.031.744 

2,031,744 

4.333,300 

4,333.300 

7.024,883 

7.015,233 

3,525,000 

175,000 
2,100,660 

1,957.365 

3.250.442 

2,134.977 

206.396 

557,313 

1,153.575 

1.095.053 

1.012,418 

765,664 

46,817,926 

41.811.920 
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Liabilities — 

Stock,  common 

Stock,  preferred.  ... 

Funded  debt 

Notes  payable 

Vouchers  and  accounts. 

Dividends 

Interest 

Other  accounts 

Profit  and  loss  surplus . 

Total 


$ 

$ 

7,000,000 

7,000,000 

16,497,600 

13,775, '00 

20,801,600 

18,534,600 

675,000 

780,000 

769,735 

631,074 

231,949 

262,434 

288,663 

241,595 

280,183 

304.447 

273,197 

282,672 

46,817,926 

41,811,920 

THE   MAINE    CENTRAL. 

This  railroad  is  controlled  by  the  Boston  &  Maine  through 
ownership  of  $2,364,375  stock.  Its  lines  are  mostly  situated 
in  Maine,  and  have  an  aggi'egate  length  of  821  miles,  of 
which  345  are  owned;  the  company  owns  the  majority  of 
stock  of  most  of  its  leased  lines.  The  capitahsation  is  very 
moderate,  and  consists  of  $4,481,400  common  stock,  which 
has  paid  6  p.c.  dividends  since  1884.  The  funded  debt 
divided  into  some  twenty  varieties  amounts  altogether  to 
$15,178,000,  requiring  $899,000  annually  for  interest.  The 
following  table,  copied,  by  permission,  from  the  Chronicle's 
Investors'  Supplement,  shows  the  condition  of  the  com- 
pany's finances: — 


Years  end  Sept.  30. 
Miles  operated 

Total  gross  earnings 

Total  net  income 

Disbursements — 
Rentals  naid 

1890-91. 

821 

S 

4,324,905 

i  1,421,601 

360,093 
828,189 
215,628 

1889-90. 

741 

$ 

4.226.465 

1,411,563 

284,655 
821,165 
215,616 

1888-89. 
647 

$ 
3,828.162 
1,332,039 

233,427 
798.391 
215,616 

1887-88. 

627 

S 
3,389.007 
1,199,044 

192,573 
734,031 
215,604 

Interest  on  bonds 

Dividends 

Total  disbursements.  .  .  . 
Balance,  surplus 

1.403,910 
17,691 

1,321,436 
90,127 

1,247,434 
84,605 

1,142,208 
56,836 
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Traffic  Statistics: — 


Year 

Average 

Passenger  Traffic. 

Frtight  Traffic 

ending 
Sfpt.  SO. 

mileage 
operated. 

S/illion 
passengers 
one  mile 

Hate, 
Cents. 

Hevniue, 

Jfillion 

tons 
one  mile. 

Bate, 
Cents . 

Bevenue, 

1887 
1888 
1889 
1890 
1891 

535 
542 
629 
692 
821 

56-0 
61-7 
66-4 
69-3 
75-9 

2.47 
2.41 

2.48 
2.57 
2.42 

1,384,226 
1.484,876 
1 645.336 
1,777,990 
1,838,221 

68  5 

82-7 

97-7 

109-9 

127-9 

2.33 
2.10 
2.03 
2.03 
1.V7 

1,599,688 
1,743.521 
1,991.020 
2,231.457 
2,269,740 

NEW    YORK   AND   NEW   ENGLAND    RR. 

As  one  of  its  two  direct  connections  with  New  York^ 
this  railway  is  of  great  importance  to  New  England  gener- 
ally; it  joins  Boston,  Providence,  Springfield,  Worcester 
and  other  leading  manufacturing  centres  with  New  York, 
into  which  it  effects  an  entrance  by  using  the  New  York 
Central  termmals  under  agreement  with  that  Vanderbilt  line. 
The  total  system  now  embraces  508  miles,  of  which  360 
are  owned,  and  controls  a  line  of  coasting  steamers.  The 
present  company  is  a  reorganisation  of  the  Boston,  Hartford 
and  Erie  (1873)  and  was  in  the  hands  of  a  receiver  during 
the  years  1884  and  1885;  since  then  all  first  charges  have 
been  met,  and  the  full  dividend  on  preferred  stock  paid.  It 
appears,  however,  that  the  company  lacks  the  proper  faciUties 
for  handling  a  large  traffic,  and  hence,  while  during  1891 
business  on  most  New  England  lines  increased  considerably, 
it  remained  as  nearly  as  possible  unchanged  on  this  parti- 
cular route,  as  is  shown  by  the  following  statement  of  operations 
for  the  last  seven  years: — 
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Statistics  of  Traffic  on  the  New  York  and  New  England  system. 


Average 

Mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Yexr. 

Million 

passengers 

carried 

one  mile. 

Bate, 
Cents. 

Revenue^ 

$ 

Million 

tons 

carried 

one  mile. 

Rate, 
Cents. 

Revenue, 

1885 

380 

58-8 

1.94 

1,139,916 

107  6 

1.81 

1.850,266 

1886 

380 

63-9 

2.02 

1,296,896 

135  5 

1.67 

2,262,479 

1887 

386 

66  4 

208 

1,386,488 

152-7 

1.63 

2,485,913 

1888 

467 

83-3 

2.12 

1,786,815 

219-5 

1.43 

3,137,845 

1889 

476 

97-4 

2.02 

1,979,525 

234  7 

1.36 

3,196,851 

1890 

477 

102  4 

1.96 

2,004,635 

282.3 

1.22 

3,445,358 

]891 

508 

102-0 

2  09 

2,145,228 

317-9 

1.15 

3,646.509 

(Fis( 

jal  years 

until  1889 

termina 

te  Sept.  30; 

1890  June  30;  1891, 

Dec.  31.) 

Subjoined   are   statements  showing  detailed  earnings  and 
expensed  for  1891  and  revenue  for  1887 — 1891. 

EARNINGS  AND  EXPENSES  FOR  1891. 

Earnings  from — 

Passengers $2,154,228 

Freight 3,646.509 

Mall,  express,  etc '___  428,293 

Total $6,229,030 

Expenses— 

Maintenance  of  way $506,240 

Maintenance  of  cars 272,926 

Motive  power 1,525,746 

Transportation 1,787,132 

General,  etc i___22i302 

Total  expenses.  • ^ $4313,346 

Net  earnings 1,915,684 

Percentage  of  operating  expenses  to  earnings 69-25 


REVENUE   AND   EXPENDITURE   FOR   FOUR   YEARS. 


Mileage . 


Total  gross  earnings. 

Net  earnings 

Other  receipts 


Total  revenue 

Rentals  paid 

Interest,  etc 

Taxes 

7  p.c.  div.  on  pref.  stock. 


1891. 

508 

$ 
6,229,030 
1,915,684 

7,204 


Total  disbursements. 

Balance,  surplus 

deficit 


1,922.888 
460,240 

1,116.056 
264,764 
210,000 


2,051.000 
128,172 


1890. 

477 

$ 
6,029.125 
2,007,857 

9,301 


2,017,158 
410,793 

1,043,384 
283,800 
189,000 


1,926.977 
90,187 


1888-89. 

476 

$ 
5,563,408 
1,844.575 

3,699 


1,848,274 
383,272 

1,013,133 
251,640 
170,341 


1,818,386 
29,888 


1887-88. 

467 

$ 
5,268.408 
],747,816 

5,043 


1,752,859 
353,744 
999,238 
229,010 
139,416 


1,721.408 
31,451 
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The  technical  deficiency  to  which  reference  has  been  made 
above  will  no  doubt  be  speedily  removed,  the  issue  of 
$25,000,000  5  p.c.  consoUdated  mortgage  bonds  having  been 
sanctioned  by  the  Legislature  and  by  the  shareholders  in 
order  to  provide  funds  for  betterments ;  as  existing  bonds 
amount  to  but  $16-3  millions,  there  will  be  ample  funds  for 
this  purpose.  Apart  from  bonds  there  are  $19,718,000  com- 
mon and  $3,665,000  7  p.c.  cumulative  preferred  stock  out- 
standing. 

The  last  annual  report  issued  says: 

"The  dividends  on  the  preferred  stock  paid  during  the 
year  amounted  to  $210,000,  so  that  the  company's  books 
as  of  December  31st,  1891,  show  an  apparent  failure  to  earn 
the  dividends  paid  by  $128,173.  If,  however,  we  tajie  into 
account  the  net  results  of  the  twelve  months  comprising  the 
two  dividend  periods  for  which  dividends  were  paid  in  the 
year  1891,  that  is,  if  we  reckon  from  October  1st,  1890,  to 
September  30th,  1891,  it  will  be  found  that  there  was  a  net 
surplus  above  the  dividends  paid  of  $19,520.  The  net  income 
of  the  year  has  been  decreased  by  charging  off  various 
amounts  which  have  accumulated  in  previous  years,  and 
which  cannot  be  considered  at  the  present  time  as  reUable 
assets,  having  been  mainly  carried  in  former  reports  as  debit 
balances  and  expenditui'es  undistributed.  These  accumulated 
balances  have  been  the  result  of  expenditures  which  in  some 
instances  pertain  to  transactions  as  far  back  as  the  year  1883, 
and  being  of  doubtful  value  your  directors  deem  it  better 
that  the  accounts  should  now  show  these  various  items 
absolutely  charged  off,  so  that  the  books  may  at  least  be 
a  correct  statement  of  the  present  condition  of  the  company. 
Whatever  may  be  realised  from  the  sums  now  charged  off 
will  go  into  future  accounts,  but  the  present  action  will 
clear  the  books  of  questionable  balances,  and  enable  share- 
holders better  to  understand  the  real  situation  of  the  company. 

"Besides  being  burdened  with  charges  that  properly  be- 
longed  in   the   accounts   of  preceding  years,  the  operating 

American  Railroads.  24 
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expenses  for  the  current  year  have  been  largely  increased 
because  of  lack  of  facilities  to  properly  handle  the  freight 
business  which  has  passed  over  our  lines,  so  that  business 
which  might  have  proved  a  considerable  source  of  revenue 
has  not  given  the  results  that,  under  ordinairy  circumstances, 
might  have  been  expected.  With  contemplated  additions  to 
the  equipment  and  to  the  freight  terminals,  especially  in 
view  of  the  fact  that  the  gross  earnings  are  constantly 
increasing,  and  that  the  rates  received  for  the  transportation 
of  freight  are  found  by  other  railroads  to  be  remunerative, 
it  is  the  belief  of  your  directors  that,  with  wise  economy 
and  careful  superintendence,  the  net  earnings  of  the  road 
may  be  materially  increased.  Of  the  increased  fixed  charges,. 
$64,958  is  on  account  of  the  rental  of  the  Providence  & 
Springfield  Railroad  and  of  the  Woonsocket  &  Pascoag  Rail- 
road, from  the  operation  of  which  we  cannot  as  yet  expect 
full  returns.  The  interest  paid  on  freight  car  equipment  notes, 
increased  $33,238;  but  the  larger  part  of  this  increase^^ 
served  to  reduce  the  balance  paid  by  this  company  for 
freight  car  service,  as  the  cars  covered  by  the  obUgations 
upon  which  the  interest  is  paid  operate  mostly  over  foreign 
roads,  and  earn  a  very  large  proportion  of  the  interest  charges. 
"There  was  expended  during  the  year  for  improvements 
and  additions  to  property  accounts  the  sum  of  $334,224  of 
which  amount  $152,993  was  on  account  of  equipment  pur- 
chased, and  $181,230  was  for  additions  and  improvements  to 
the  property  generally." 

NEW   YORK,    NEW   HAVEN   AND   HARTFORD   RR. 

Paying  a  regular  dividend  of  10  p.c.  since  its  consolidation 
in  1872,  this  company  ranks  among  the  greatest  financial 
successes  of  the  States.  It  owns  141  miles  of  superior  track 
and  leased,  at  the  close  of  the  last  fiscal  year,  508  miles, 
since  augmented  by  the  mileage  of  the  NewYork,  Providence 
and  Boston  Railroad,  (g.  v.).  As,  in  addition,  $4,675,000  in 
shares  have  been  issued  recently  to  pay  for  four  and  double 
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tracking  and  other  improvements,  while  control  oftheHous- 
atonic  RR.  (190  miles)  was  obtained  in  June,  1892,  the 
position  of  the  company  now  differs  somewhat  from  that 
shown  in  the  subjoined  tables.  The  system  connects  New 
York  with  points  in  Connecticut,  Rhode  Island  and  Massa- 
chusetts, and  has  a  good  through  connection  with  Boston. 
The  extent  of  its  business  between  1887  and  1891  is  shown 
by  the  following  table: — 


Year 
ending 
■Sept.  30. 

A verage 

mileage 

operated. 

Passenger  Traffic 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

Kate, 
Cents. 

Revenue, 

$ 

Million 

tons 
carried 
one  mile. 

Rate, 
Cents. 

Revenue, 

1887 

1888 

1889 

*1890 

11891 

265 

508 
508 
508 
508 

249  1 
2920 
304  6 
236-3 
341-4 

1-66 
1-76 
1-79 
1-62 
1-69 

4,125,883 
5,162,263 
5,480,642 
3,843,379 
5,780.306 

1500 
226  3 
225  9 
191-3 
255  2 

1-95 

1-78 
1.82 
1-78 
1-79 

2,928.001 
4.032,612 
4,109.067 
3,465,782 
4,673,630    1 

Nine  months  ending  June  30. 
Year  terminating  „       „ 


The  subjoined  statements  relate  to  the  company's  revenue: — 


1891-92. 
Earnings — 

Passenger  department 

Freight  department 

Maintenance  of  way,  etc 

Total  earnings 11.913.701 

Expenses — 

Maintenance  of  equipment 

Conducting  transportation 

General 

Total  expenses 8.273,011 


1890-91. 

$ 
6,649,987 
4,673,630 
1,611,255 

11323,617 

1,334,384 

4,291.654 

691,608 


7,928,901 


Net  earnings, 
other  income  .  . 


Total 


Interest  

Rentals 

Taxes  

Dividends  (10  p. c.) 

Total.  .  . 
Surplus  


1891-92. 

$ 

3,640.690 

189,238 


3.829.928 

80.000 

981.685 

605,962 

2.103.750 


3.771,397 
58.531 


1890-91. 

$ 
3.394,715 

188.365 

1889-90. 

$ 
3.369393 
149,383 

1888-89. 

S 
3.004548 
142,383 

3,583.080 

80,000 

984,060 

616,923 

1.865,000 

3,518.776 

80.000 

982,888 

552,878 

1.705,000 

3:i46.G31 

80,000 

906,033 

484.254 

1.550,000 

3,545,983 
37.097 

1 

3.320,766 
198,010 

3,020,287 
126,644 

*)    Figures  for  1891-92  are  taken  from  a  preliminary  report. 
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1891. 

$ 

15,922,014 

3,879,485 

871,02t) 

128,688 

4.710,302 

719.774 

99,118 

281,908 

24.530 

300 

2,239,277 

794,190 


Assets — 

Construction  account 

Equipment      

Real  estate 

Docks  and  wharves 

New  construction 

Cash 

Due  from  agents 

Due  from  companies  and  individuals   .... 
Advances  to  Harlem  Riv'  &  Portchester  RR. 

Bills  receivable 

Stocks  and  bonds  owned 

Materials  and  supplies  on  hand 

Total  assets 

Liabilities — 

Capital  stock  ....    - 

Bonds 

Advances  account  of  new  stock    ..... 

Bills  payable 

Interest  unpaid  (accrued  not  due) 

Rentals  unpaid   (accrued  not  due) 

Rentals  unpaid 

Dividends 

Vouchers  and  accounts 

Profit  and  loss 

Total  liabilities 


29,670,612 

18,700,000 

2,000,000 

876,505 

3,140,000 

6,667 

192,264 

45,524 

3,669 

845,500 

3,860,484 


29,670,612 


1860. 

S 

14,836,533 

3,461,573 

871,026 

128,688 

3,039.835 

271.255 

56.063 

305,371 

24,530 

300 

2,328,769 

627,992 


25,951,935 

18,600,000 
2,000,000 

860,000 

6,667 

139,945 

53,024 

3,909 

581,863 

3,706,527 


25.951.935 


THE   NEW   YORK   PROVIDENCE  AND  BOSTON   RR. 

This  railway  was  on  April  1st,  1892,  leased  for  sixty  years 
to  the  New  York,  New  Haven  (&.  Hartford,  which  assumes 
all  liabiUties  and  guarantees  the  same  dividends  on  the  stock 
as  are  paid  on  its  own;  but  after  the  New  Haven  road  has 
offered  its  own  stock  in  exchange  for  Providence  stock,  share 
for  share,  the  rental  is  to  be  6  p.c.  per  annum. 

As  the  company  has  paid  10  p.c.  on  its  common  stock,  the 
terms  of  its  lease  to  the  N.  Y.,  N.  H.  &  H.  imply  no 
sacrifice  on  either  side.  The  company  owns  80  miles  and 
leases  56  miles  of  railway,  besides  controlhng  the  Stonington 
Line  of  steamships  (New  York — Boston)  through  ownership. 
Its  capital  consists  of  $5,000,000  common  stock  and 
$2,300,000  bonds. 
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The    following    figures    are    taken   from   recent   annual 
reports : — 


Miles  operated — 
Earnings — 

Passenger 

Freight 

Mail,  express,  etc. 


Total  gross  earnings 

Expenses,  includ'ng  extraordinary, 
rentals  and  taxes 


Net  earnings. 


1890-91. 

136 

$ 

1,502,087 

1,432,225 

157,009 

3,091,321 
2,585,515 

1889-90. 

136 

$ 

1,444,501 

1.479,881 

164,222 

3,088,604 

2,612302 
476,302 

1888-89. 

140 

S 

1,318,992 

1,349,707 

167,725 

2,836.424 

2.297,139 
539,285 

505,806 

INCOME  ACCOUNT. 

1890-91.        1889-90. 


Net  income* 

Disbursements — 
Interest  balance. 
Dividends 


601,627 

94,392 
500,000 


572,122 

32.186 
450,000 


Total  disbursements 
Balance  surplus 


l£g8-89 

635,106 

101,661 
375,000 


1887-88. 
86 

$ 

698,843 

525,738 

78,588 


1,303,169 

1,004351 
298,818 


1887-83. 

$ 
383,152 

82,814 
300,000 


*  Including  amounts  received  from  investments. 


OLD    COLONY   RAILROAD. 

This  system  embraces  576  miles,  for  the  most  part  situated 
in  Massachusetts  and  chiefly  connecting  Boston  with  other 
points  in  the  "old  colony";  in  consequence  it  has  a  strongly 
developed  local  business,  and  passenger  traffic  yields  the 
major  portion  of  its  revenue.  The  company  owns  482 
miles,  the  remainder  being  leased  but  virtually  owned,  and 
several  steamship  companies  are  controlled.  The  greater 
part  of  the  company's  capital  consists  of  shares,  of  which 
$12,767,100  are  issued;  since  1883  7  p.c.  per  annum  has 
been  paid  on  common  stock.  The  funded  debt  includes  many 
debentures,  and  amounts  to  $11,975,400;  annual  interest  on 
it  aggregates  $635,450.  Below  are  tabular  statements  showing 
principal  features  of  revenue,  etc.,  and  traffic. 
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Receipts — 

Gross  earnings 

Net  earnings 

Other  receipts 

Total  income 

DishursemenU — 

Rentals  paid 

Interest 

Dividends  (7  p.c.) 

Improvement  account.... 

Total  disbursements 


INCOME 

1891-92. 

$ 
8.744.812 

2,050.426 

159,807 


2.210283 

$ 

582,908 

716.949 

827.611 


2,087,763 


ACCOUNT. 

1890-91. 

S 
8376,452 

1,906,177 

239.054 


1,145,231 

563,373 

696,213 

872,690 

12,955 


2,152,231 


1889-90. 

1888-80. 

$ 

$ 

8,020,295 

7,726312 

2.059^5 

1.995,036 

135,723 

132,766 

2,195,578 

2.127.802 

$ 

$ 

584.605 

580,995 

658.675 

672,133 

844,683 

830.655 

107,615 

64,019 

2,195,578 

2.127.802 

1887-88. 

$ 
63-22,682 

1,684.961 

94.090 


1.779,051 

$ 

265,559 

636,688 

802,763 

73.361 


1,779,051 


Years 

Average 

Passenger  Traffic 

Freight  Traffic. 

Million 

Rate, 

Revenue, 

Million 

Rate, 

Revenue, 

ending 

mileage 

passengers 

tons 

June  SO, 

operated. 

carried 

carried 

one  mile. 

Cents. 

S 

one  mile. 

Cents. 

S 

1887 

476 

165-3 

1.50 

2,572,567 

68-8 

1.90 

1.995,924 

1888 

521 

190-9 

1.82 

3,530.875 

87-5 

2.96 

2,416.566 

1889 

563 

237-1 

1.86 

4,408.078 

996 

288 

2,867,112 

1890 

563 

249-4 

1.82 

4,541,061 

112-9 

2  66 

2,989,412 

1891 

569 

263-6 

1  82 

4.801,027 

114-9 

2.63 

3.024.799 

1892 

569 

284-0 

5.099,128 

114-1 

— 

3.163,113 

THE   CONCORD   AND   MONTREAL    RR. 

What  the  "  Old  Colony  road, "  with  which  it  connects 
at  North  Aston,  is  to  Massachusetts,  the  Concord  and  Mont- 
real is  to  New  Hampshire.  The  system  embraces  425  miles, 
the  greater  part  of  which  is  owned.  The  capital  stock 
($4,800,000)  is  divided  into  Classes  I.,  II.,  HI.,  and  IV.,  of 
which  the  three  first  ($1,800,000)  are  6  p.c.  preferred 
the  remainder,  common.  In  1891  gross  earnings  amounted 
to  $1,471,698;  net  earnings,  $665,052;  and  after  an  expen- 
diture of  over  $80,000  on  betterments  there  remained  a 
surplus  of  $5,444. 


PART  V. 

THE  CENTRAL  GROUP. 

CHAPTER  XXn. 

RAILWAYS   IN   THE   CENTRAL   STATES. 

The  railways  composing  the  central  group  lie  between 
Buffalo,  the  Lakes,  Chicago,  St.  Louis,  and  the  Ohio  Eiver, 
and  therefore  chiefly  in  the  States  of  Ohig,  Indiana,  and 
Michigan,  although  some  of  them  are  situated  in  adjacent 
portions  of  Illinois,  Pennsylvania  and  New  York.  They 
are  either  local  lines  or  parts  of  the  great  direct  routes 
between   Chicago,  St.  Louis  and  the  seaboard. 

The  field  of  operations  of  these  companies  has  an  area 
of  186,000  square  miles  and  a  population  of  (1890)  nearly 
eight  millions.  Unlike  the  Eastern  States  it  possesses  no 
great  variety  of  geological  features,  and  the  greater  part  of 
its  surface  consists  of  flat  prairie,  or  is  gently  undulating; 
almost  everywhere,  however,  it  is  fertile,  well  irrigated,  and 
eminently  fit  for  agriculture,  while  its  substrata  frequently 
contain  valuable  mineral  deposits,  natural  gas  and  petroleum. 
The  result  of  these  endowments  is  that  industries  vie  in 
importance  with  agriculture.  Ohio's  manufactures  represent 
an  annual  value  of  (1890)  $348,000,000,  and  her  agricultural 
produce  is  worth  $156,000,000;  in  Indiana  the  figures  are 
$148,000,000  for  farm  produce  and  $130,000,000  for  manu- 
factures; in  Michigan  $91,000,000  and  $150,000,000  respec- 
tively. Manufactures  chiefly  consist  of  machinery  and 
hardware,  but  are  rapidly  increasing  in  extent  and  variety, 
since  the  requirements  of  the  West  grow  at  a  rapid  pace 
w^hile  the  comparative  proximity  to  the  Mississippi  region 
which,  as  is  well  known,  is  a  vast  consumer  of  miscellaneous 
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merchandise,  gives  this  section  a  decided  advantage  over  the 
East.  Agriculture  consists  partly  of  truck-farming,  but  wheat 
and  com  are  still  produced  in  vast  quantities  despite  the 
keen  competition  of  the  cheaper  lands  situated  further  West. 

Ohio  is  principally  noted,  perhaps,  for  its  petroleum,  the 
production  of  which  has  risen  from  650,000  barrels  in  1885 
to  5,000,000  in  1890.  Owing  to  a  wonderful  system  of  pipe 
lines,  however,  the  oil  is  no  longer  transported  chiefly  by  rail- 
ways, although  the  latter  still  carry  considerable  quantities  of 
that  luminant,  as  witness  the  vast  number  of  tank  wagons  to  be 
met  with  on  the  Ohio  railways.  The  petroleum  industry  has 
various  centres,  some  of  them,  like  Oil  City,  being  situated 
in  Pennsylvania;  but  Cleveland  is  its  real  focus,  and  no 
doubt  this  town  owes  its  greatness  chiefly  to  the  Standard 
Oil  Company  and  its  refineries.  It  Ues  on  Lake  Erie  and 
has  a  fine  harbour,  built  at  great  cost,  where  lumber  from 
the  West  arrives  in  large  quantities,  while  coals  are  sent  in 
return;  in  addition  the  town,  with  a  population  of  (1890) 
261,000,  has  great  iron  works  of  all  descriptions  which 
draw  their  raw  material  from  the  mines  of  the  surrounding 
country.  Cincinnati,  on  the  Ohio,  and  situated  in  the 
southern  portion  of  the  State,  is  still  more  important  than 
Cleveland,  and  is  the  seat  of  numerous  small  industries ;  the 
population  now  exceeds  300,000,  and  the  prmcipal  manufac- 
tures consist  of  safes,  beer,  leather  and  hardware.  Columbus, 
in  the  centre  of  the  State,  (pop.  90,000)  and  Toledo  (pop. 
81,000)  on  the  western  extremity  of  Lake  Erie,  are  growing 
and  prosperous  towns,  and  the  population  of  Dayton,  Spring- 
field, Acron,  Canton,  and  other  young  and  vigourous  cities 
increases  year  by  year. 

In  Indiana  industries  preponderate  less  than  in  Ohio, 
and  its  population  is  considerably  less  dense  in  proportion 
to  mileage.  Indianapolis,  situated  in  the  centre  of  the  State, 
has  a  population  of  110,000;  Evansville,  Terre  Haute,  and 
Fort  Wayne  number  between  thirty  and  fifty  thousand  inhabi- 
tants.    The   State  contains  more  agricultural  labourers  than 
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people  employed  in  mines  and  mills,  but  as  there  are 
some  7,000  square  miles  of  coal  fields,  industries  undoubtedly 
have  a  great  future.  Woollens,  glass,  furniture  and  agricul- 
tural implements  are  the  principal  manufactures :  while  cereals, 
notably  wheat  and  com,  constitute  the  chief  agricultural 
products. 

Michigan  is  still  more  agricultural,  but  whereas  the  exten- 
sive forests  of  Ohio  and  Indiana  have  been  entirely  converted 
into  farms,  large  tracts  of  Michigan  woodlands  still  await  the 
saw.  Detroit  is  the  principal  city  of  the  State,  and  has  a  popu- 
lation of  210,000;  Lansing,  Grand  Rapids,  Saginaw,  Bay  City, 
etc.,  are  as  yet  merely  centres  of  agricultural  districts,  although 
some  of  them  are  beginning  to  display  industrial  activity. 
Minerals  are  plentiful,  especially  in  the  peninsula  between  Lakes 
Superior  and  Michigan ;  but  this  part  being  generally  classed 
with  the  Northwest,  we  need  take  no  account  of  it  at  present. 
The  principal  product  of  the  State  is  lumber,  of  which,  a 
statistician  says,  Michigan  "  has  produced  enough  to  put 
a  sidewalk  sixty  feet  broad  and  three  inches  thick  round 
the  equator."  Rails,  are  frequently  laid  as  the  cutting  of  the 
giants  of  the  forest  progresses,  the  track  being  completed, 
as  it  were,  from  stump  to  stump. 


Table  showing  Area^  Population  and  Assessed  Vahiaiion 
of  Ohio,  Indiana  and  Michigan  {1890). 


1 

state. 

Area 
{Square  Miles.) 

Population. 

Assessed  Yalwdion. 

Ohio 

41,060 
36,350 
58,915 

3,672,000 
2,192,000 
2,093.000 

$ 
1,778,100,000 
846.700,000 
927,500.000 

Indiana 

Michisran 

j  Totals 

136,325 

7,937.000 

3,542,300,000 
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Statistics   relating   to    Ohio,    Indiana  and  Michigan  in 
comparison   with  the    United  States  (1890.) 


Oht'o,  Indiana 
and  Michigan' 

United  States. 

Area  (&a.  Miles) 

136,325 
7,937,000 
$3,542,300,000 
21,199 
$1,450,000,000* 
$165,000,000' 
2,200,000.000* 
19,000.000,000* 

3,602,000 

62,622,000 

$24,294,600,000 

163,420 

$9,745,000,000 

$1,068,000,COJ 

12,521,000,000 

79,193,000.000 

Ponulation 

Assessed  Valuation 

Miles  of  Railroad 

GaDital  of  RR.  ComDanies 

Gamin&rs  of                -         

Passeusrers  carried  one  mile 

'  Tons  of  freieht                   -     

*)  =  Estimated. 

It  goes  without  saying  that  States  to  which  such  consi- 
derable agricultui^al  and  industrial  importance  attaches  are 
'well  provided  with  railways.  The  various  trunk  lines  alone 
operate  a  network  as  dense  as  that  of  most  parts  of  Europe, 
and  reaching  from  one  end  of  the  region  to  the  other ;  and 
in  addition  there  are  many  lines  of  purely  local  importance. 
The  Central  States,  though  of  no  mean  significance  as 
producers  of  cereals,  no  longer  provide  the  major  part  of 
the  huge  quantities  of  corn,  wheat,  barley,  oats,  etc.,  grown 
in  the  United  States;  the  Northwest  and  Southwest  are  now 
"  the  country  that  feeds  the  world,"  and  Chicago,  St.  Louis, 
St.  Paul,  Omaha,  and  Kansas  have  become  the  great  store- 
houses where  the  miUions  of  bushels  of  grain  are  collected  and 
whence  they  are  distributed;  and  it  is  to  connect  these 
towns,  notably  Chicago  and  St.  Louis  with  the  seaboard,  that 
the  four  great  highways  of  commerce  between  East  and  West 
were  extended  beyond  the  Central  States.  At  the  same 
time,  however,  the  production  of  the  rich  farm  lands  between 
the  Ohio,  the  Mississippi  and  the  Lakes  is  of  such  moment  that 
the  through  routes  carefully  cultivate  local  traffic;  indeed,  the 
Northwest  and  Southwest  were  little  else  than  a  wilderness 
when  the  trunk  lines  were  projected,  and  then*  original  aim 
was  to  reach  that  which  then  was  the  West,  but  now  con- 
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stitutes  the  Central  States.  Formerly  the  whole  of  this  section 
subsisted  entirely  on  agriculture,  but  the  ever-increasing 
industrial  activity  and  the  mineral  wealth  gradually  pro- 
vided a  traffic  which  was  worth  cultivating,  and  hence  the 
trunk  lines  saw  the  scope  of  their  work  expand  and  its  im- 
portance— notably  that  of  their  local  traffic— increase.  As 
far  as  the  Erie  and  Baltimore  and  Ohio  raikoads  are 
concerned  the  change  was  not  verj^  pronounced,  these  being 
still  principally  through  lines,  although  both  cater  for  the 
local  traffic  south-east  of  Cleveland.  The  Pennsylvania  and 
the  Yanderbilt  lines,  however,  make  local  business  a  greater 
feature  than  even  through  traffic.  The  four  Vanderbilt  roads 
reach  every  important  point  in  Ohio,  Indiana  and  Michigan, 
and  the  Pennsylvania  does  the  same,  Detroit  being  the  only 
city  of  importance  which  is  not  touched  by  the  latter.  These 
two  systems  account  for  more  than  one-half  of  the  mileage 
of  all  railways  in  the  three  States,  the  Vanderbilt  lines  being 
almost  6,000  miles  long  and  the  Pennsylvania  nearly  3,000. 
The  four  systems  controlled  by  the  Vanderbilt  interest 
naturally  occupy  the  most  promine^t  position.  The  Lake 
Shore  has  scarcely  a  superior  among  American  railways, 
the  Michigan  Central  is  not  far  behind;  the  "Big  Four," 
though  in  its  present  form  but  two  years  old,  is  one  of  the 
most  important  systems,  and  even  the  "  Nickel  Plate,"  despite 
the  fact  that  it  is  only  a  through  route  between  Chicago  and 
Buffalo,  is  a  factor  in  transportation  business.  The  Pennsylva- 
nia lilies  are  second  in  importance ;  the  Pittsburg,  Fort  Wayne 
and  Chicago  is  almost  as  good  as  the  Lake  Shore,  and  the  Pitts- 
burg, Cincinnati,  Chicago  and  St.  Louis  not  far  inferior, 
while  the  Grand  Rapids  and  Indiana  is  also  a  worthy  mem- 
ber of  the  greatest  American  system.  The  Baltimore  and 
Ohio,  having  recently  recovered  its  former  St.  Louis  con- 
nection, the  Ohio  and  Mississippi,  comes  next  with  more 
than  1,500  miles,  and  the  Erie  follows  with  860,  so  that  out 
of  some  21,000  miles  of  railroad  to  be  found  in  this  section 
upwards   of   11,000   miles   are  operated  by  the  trunk  hues. 
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Next  to  the  central  parts  of  the  trunk  lines  there  are 
other  railways  to  which  considerable  importance  attaches. 
The  Toledo,  St.  Louis  and  Kansas  City,  the  Chicago  and 
Grand  Trunk,  the  Wabash,  the  Lake  Erie  and  Western, 
and  the  Toledo,  Peoria  and  Western  all  compete  for  through 
traffic  between  St.  Louis,  Chicago,  Peoria,  or  other  points 
where  Western  freights  are  collected  and  the  East,  and 
in  addition  to  all  these  lines  following  the  principal  direction 
of  trade  and  receiving  their  share  of  through  traffic  between 
the  West  and  the  seaboard,  there  are  a  few  running  from 
North  to  South,  and  a  number  of  purely  local  importance. 
Of  the  former  the  Cincinnati,  Hamilton  and  Dayton,  the 
Wheeling  and  Lake  Erie,  the  Evansville  and  Terre  Haute, 
and  the  Louisville,  New  Albany  and  Chicago  are  the  more 
prominent;  of  the  latter  a  large  number  cluster  around 
Cincinnati,  Columbus,  Cleveland,  Pittsburg,  Buffalo,  Toledo, 
Detroit  and  Indianopolis,  and  the  result  of  so  many  lines 
being  crowded  together  within  a  comparatively  small  area 
is  that  an  exceptionally  keen  competition  has  developed 
itself.  Almost  every  important  town  has  at  least  three  or 
four  direct  connections  with  every  other,  and  from  all  a 
great  number  of  lines  radiate.  IndianapoUs,  for  example,  is 
the  centre  of  fifteen  converging  lines,  of  which  six  belong 
to  the  "Big  Four"  and  three  to  the  Pennsylvania  system. 
Cleveland  has  twelve  railways,  Columbus  and  Cincinnati  ten, 
and  Toledo  fifteen.  That  under  such  circumstances  competi- 
tion must  be  exceedingly  vigourous  is  evident,  and  the  result 
is  that  rates  are  lower  in  this  section  than  in  any  other, 
the  average  for  1890  being  0.79c.  per  ton-mile  in  the  Cen- 
tral States  against  0.82c.  in  the  Eastern,  where  the  next 
lowest  tariffs  prevail;  at  the  same  time,  however,  the  earn- 
ings per  mile  of  railway  are  better  than  anywhere  else 
except  in  the  East,  and  profits  are  satisfactory,  the  absence 
of  steep  gradients  and  the  large  percentage  of  local  freights 
Qompensating  for  low  rates.  Earnings  are  not  progressive, 
but  remain  as  nearly  as  possible  stationary. 
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The  trunk  lines  in  the  Central  States  maintain  a  very 
high  standard  of  perfection;  others  are  inferior,  although 
mostly  in  such  condition  as  admits  of  economical  working, 
while  improvements  are  constantly  being  carried  out.  The 
group  in  its  entu-ety  may  be  said  to  be  passing  through  that 
stage  which  most  American  railways  are  undeniably  approach- 
ing —  a  stage  midway  between  Western  and  Eastern  rail- 
road conditions,  but  constantly  gettmg  nearer  the  perfection 
of  the  latter.  During  the  last  few  years  technical  improve- 
ments have,  perhaps,  nowhere  been  as  pronounced  as  in 
the  Central  States. 

One  of  the  special  features  of  transportation  business  in 
this  region  is  the  competition  of  water  routes.  Chicago  is 
connected  by  Lake  with  Detroit,  Toledo,  Cleveland,  Buffalo 
and  other  points ;  from  Buffalo  the  Erie  Canal  runs  to  Albany, 
and  the  Hudson  connects  Albany  with  New  York.  There 
exists,  therefore,  an  unbroken  connection  by  water  between 
Chicago  and  all  the  other  Lake  points  and  New  York,  and 
although  it  is  necessary  to  re-load  at  Buffalo,  freights  can 
be  moved  very  cheaply  along  this  route. 

This  competition  has  for  many  years  past  been  detri- 
mental to  the  railways  in  this  region,  more  particularly  to 
those  hues  competing  for  through  traffic  with  the  coast, 
and  even  to-day  bulky  freights  like  grain,  lumber  and  ores  are 
forwarded  by  water  in  vast  quantities.  But,  whereas  it  was  not 
possible  to  economise  much  in  water  transportation,  railways 
now  move  their  freight  at  rates  about  75  per  cent,  lower  than 
the  charges  made  twenty  years  ago,  and  as  a  result  it  is  no 
longer  the  railways  which  complain  of  water  competition,  but 
the  skippers  who  suffer  from  railroads.  Nevertheless,  the  Lakes 
still  exercise  their  influence,  and  it  is  chiefly  to  them  that 
the  low  rates  for  through  freight  prevailing  in  this  section 
must  be  attributed.  Everywhere  else  in  America  transpor- 
tation charges  are  almost  exclusively  fixed  between  equal 
bodies,  i.e.  by  railways  among  themselves,  and  this  in  the 
long   run   prevents   them   from   falUng   to    an   unprofitable 
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level.  But  in  this  region  there  was  competition  between  two 
unequal  agencies,  and,  as  in  all  analogous  cases,  the 
one  which  could  make  the  lowest  rates  ruled  the  market 
and  determined  the  amount  to  be  charged.  At  one  time 
rates  became  so  bad  that  railways  found  it  difficult 
to  compete,  but  owing  to  the  low  level  to  which  they 
succeeded  in  reducing  the  cost  of  transportation  the  tables 
were  turned.  Formerly  the  water  route  could  compete  even 
for  freights  which  were  carried  by  rail  from  inland  points 
to  Chicago  to  be  sent  from  there  to  the  seaboard,  but  now 
rates  have  reached  so  low  a  point  that  in  many  cases  the 
all-rail  tariif  for  inland  points  is  lower  than  the  rail-and-lake, 
and  certainly  than  the  rail-lake-rail  rate;  transportation 
in  itself  is  cheaper  on  the  Lake,  but  "terminal  work," 
hitherto  of  very  little  moment,  is  now  such  an  impor- 
tant factor  that  the  possibility  of  economising  in  it  enters 
into  all  freight  calculations.  A  railway  may  not  be  able 
to  carry  wheat  as  cheaply  from  Chicago  to  Buffalo  as  a  vessel, 
but  it  will  carry  a  through  grain  train  from  Omaha  to  New  York 
at  a  rate  below  the  aggregate  charge  made  by  the  railroad  which 
carries  it  from  Omaha  to  Chicago,  the  vessel  which  takes  it  to 
Buffalo,  and  the  barge  descending  the  Canal  and  the  Hudson,  and 
in  addition  the  delivery  is  accelerated  about  three  weeks,  while 
the  grain  is  delivered  with  less  loss.  Moreover,  the  water 
route  is  closed  in  winter,  during  which  season  the  trunk 
lines  carry  more  grain  than  in  the  autumn.  As  to  the  rates 
between  Cliicago  and  the  seaboard,  these  were  in  1890,  per 
bushel  of  wheat:  by  Lake  and  canal  6.76c.,  by  Lake  and 
rail  8.52c. ,  and  by  "  all  rail "  14.30c.  This  shows  that 
the  railways  are  at  a  considerable  disadvantage,  but  this  is 
largely  counterbalanced  by  the  greater  despatch  in  transit, 
while  the  closure  of  navigation  during  the  cold  season 
terminates  the  competition  in  November,  and  the  result 
is  that  a  little  over  one-half  of  all  cereals  shipped  East 
from  Chicago  goes  by  rail,  as  is  shown  by  the  subjoined 
compilation   taken   from   the  report  for  1890  issued  by  the 
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Chicago  Board  of  Trade.  Although,  owing  to  the  fact  that 
much  wheat  is  sliipped  to  Buffalo  from  other  Lake  ports 
while  vast  volumes  go  by  all-rail  routes  from  Western  and 
Southwestern  ports,  this  table  does  not  afford  an  absolutely 
correct  indication  of  the  proportions  alloted  to  railways  and 
vessels  respectively,  it  is  of  value  in  so  far  as  it  shows  the 
distribution  of  the  principal  articles  of  bulky  freight  between 
the  railways  and  the  Lake  on  the  one  hand,  and  between 
the  railways  mutually  on  the  other.  Statistics  of  lumber 
movements  have  been  added  to  those  relating  to  the  cereals. 


Table    showing    shipments     of  Flour,    Cereals   and   Lumber 
from  Chicago  East  by  routes  (1890.) 


■I 


Vanderbilt  lines : 
"Big  Four"  .   .   . 
Michigan  Central 
Lake  Shore.  .  . 
"Nickel  Plate"  . 


Pennsyhbinia  Unes : 
Fort  Wayne  route  .  .  .  . 
Pitts.  Cine.  Chi.  &  St.L. 

other  lines: 

Baltimore  &  Ohio 

Grand  Trunk 

Erie 


Total  railways  . 
Shipped  by  Lake 


Flour^ 
!  ihsds.  of 
Barrels. 


Wheat, 
thsds.  of 
Bushels. 


Corn, 
ihsds.  of 
Bushels. 


Oats, 
ihsds.  of  '■ 
Bushels: 


Total 

Cereals, 

ihsds. 

of 
bushels. 


Lumber,  i 
million 
feet. 


241 

498 

1,740 

1,791 

85 

.  314- 

3,764 

4,226 

198 

611 

5,489 

9,893 

202 

114 

3,111 

9,415 

526 

159 

3,060 

2,939 

132 

429 

1,635 

2,792 

329 

173 

3,277 

1,957 

133 

151 

5,164 

5,243 

167 

379 

2,698 
29,908 

10,212 

2,013 

2,828 

59,098 

1,757 

6,965 

57,255 

18,522 

4,393 

8,924 

15,785 

13,448 

8,312 
5,414 

5,723 
11,090 
16,957 


27,598 

11,115 

22,473 

7,420 

23,061  ( 
62,205  I 

11,474  [ 
13,287  I 
20,823  i 


97,886  1 199,456 


89,770 


926 


*  Barrel  of  flour  presumed  to  equal  4  bushels  of  wheat. 


CHAPTER  XXIII. 

THE   LAKE    SHORE. 

The  Lake  Shore  and  Michigan  Southern  Railway  is  a 
consohdation  of  three  systems  whiph  were  united  in  1869 
under  the  auspices  of  a  group  of  capitaUsts  presided  over  by 
Commodore  Vanderbilt.  The  railway  consists  of  what  were 
formerly  the  Lake  Shore  RR.,  the  Michigan  Southern  and 
Northern  Indiana  RR.,  (at  one  time  famous  in  Wall  Street 
as  'Old  Southern')  and  the  Buffalo  and  Erie  RR.,  to  which 
several  leased  lines  have  been  added,  so  that  the  system 
owned,  leased  and  operated  to-day  embraces  1,445  miles, 
consisting  of  the  following  parts: — 

Owned: — Main  line  Chicago  to  Buffalo    ....  540*5  miles 

Branches  of  main  line 318*6  „ 

Detroit,  Monroe  and  Toledo  RR 62*3  „ 

Kalamazoo  and  White  Pigeon  RR.  .     .     .     .     .     .  36*5  „ 

Korthern  Central  Michigan  RR 61*1  „ 

Detroit  and  Chicago  RR 67*6  „ 

Sturghis,  Goshen  &  St.  Louis  RR 35*8  „ 

Total  owned 1122*4      „ 

Leased : — 

Kalamazoo,  Allegan  and  Grand  Rapids  RR  ...  58*4  „ 

Jamestown  and  Franklin  RR 50*9  „ 

Mahoning  Coal  RR 50*3  „ 

Detroit,  Hillsdale  and  Southwestern  RR.      .     .     .  65*2  „ 

Fort  Wayne  and  Jackson  RR 93*3  „ 

Total  operated 1445*2      „ 
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Of  these  lines  365*4  miles  have  double  track,  and  with 
the  exception  of  a  few  insignificant  sidings  all  are  equipped 
with  steel  rails,  which  on  the  main  lines  are  of  very  heavy 
weight.  The  property  is  in  the  most  excellent  condition, 
and  owing  to  the  almost  entire  absence  of  grades  and  curves 
the  road,  which  is  looked  upon  as  one  of  the  most  perfect 
in  the  United  States,  can  be  worked  at  very  low  cost 

The  Lake  Shore,  as  is  well-known,  is  one  of  the  principal 
members  of  the  Vanderbilt  system,  and  connects  the  New 
York  Central  with  Cliicago.  Whereas  the  Michigan  Central, 
joining  the  same  terminals  and  owned  by  the  same  interest, 
runs  north  of  Lake  Erie,  the  Lake  Shore  goes  south  of  it, 
closely  following  the  shore  from  Buffalo  to  Sandusky  and 
then  crossing  the  level  prairie  until  it  reaches  Chicago.  There 
are  five  direct  routes  between  the  western  metropolis  and 
Buffalo,  namely  the  Grand  Trunk,  Michigan  Central,  Lake 
Shore,  New  York,  Chicago  and  St.  Louis  ('Nickel  Plate'),  and 
Erie,  and  tln-ee  of  these  are  parts  of  the  Vanderbilt  system, 
the  Lake  Shore  being  by  far  the  most  important  of  all.  Apart 
from  its  main  Une  between  Chicago  and  Buffalo,  there  are 
most  important  branches  intersecting  Southern  Michigan,  and 
an  equally  important  feeder  going  from  Ashtabula  to  Oil  City, 
Pa.,  and  Youngstown,  0.,  traversing  the  oil,  coke  and  iron 
region  and  connecting  with  Pittsburg. 

When  we  have  left  the  great  city  on  Lake  Michigan — where 
the  Lake  Shore  has  a  fine  terminus  (which  it  shares  mth 
the  Rock  Island)  in  Van  Buren-street,  behind  the  General 
Post  Office— in  a  train  second  only  to  the  gorgeous  Chicago 
Limited  Express  of  the  Pennsylvania,  we  first  speed  over 
the  featureless  but  fertile  prairie  that  surrounds  Chicago  in 
every  direction.  Leaving  the  stupendous  aggregation  of 
tracks  to  be  found  in  the  proximity  of  Cliicago,  and  the 
ominous  level  crossings  which  are  still  in  vogue  even 
here,  we  glide  along  one  of  the  very  best  roadbeds  in 
the  United  States,  provided  with  double  track  over  the 
greater   part   of  its  length.    There  is  very  little  of  interest 
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along  the  line  until  we  reach  Toledo,  0.,  which  has  a  very 
large  Lake  traffic,  a  dozen  elevators,  as  many  railway  Unes, 
natural  gas,  and  prospering  industries.  The  Lake  Shore  feeders 
insersecting  the  fertile  grain  lands  of  Southern  Michigan  here 
pour  their  traffic  upon  the  main  line,  and  the  latter,  soon 
after  leaving  the  city,  reaches  the  shore  of  Lake  Erie. 
This  lake,  by  the  way,  covers  10,000  square  miles,  although 
it  is  one  of  the  smallest  of  the  great  inland  seas  the  size 
of  which  seems  to  be  as  httle  realised  in  Europe  as  their 
commercial  importance. 

Sandusky,  near  the  bay  of  that  name,  which  is  reached 
soon  after  the  train  has  crossed  over  an  immense  trestle, 
also  has  a  vast  Lake  traffic  which  among  other  railroads 
attracted  the  Erie,  B.  and  0.,  and  Big  Four,  and  is  the 
centre  of  one  of  the  most  prolific  gi^ape-growing  districts  of 
the  States.  A  nine  hours'  ride  from  Chicago  brings  us  to 
Cleveland,  the  most  important  city  in  Northern  Ohio,  which 
has  a  population  of  250,000  and  is  the  seat  of  various 
industries,  iron  and  engineering  being  prominent  among 
these.  Tt  hes  upon  a  high  bluff  falling  off  precipitously  to 
the  water's  edge,  and  on  the  banks  of  the  Cuyahoga  River, 
which  cuts  a  deep  ravine  into  the  plateau ;  and  this  narrow 
valley  is  studded  with  manufactories  and  railways,  and  filled 
with  an  almost  suffocating  smoke,  caused  by  the  vast  con- 
sumption of  bituminous  coals.  The  petroleum  refinery  business 
is  the  principal  among  the  great  industries  of  Cleveland,  for 
it  is  here  that  the  Standard  Oil  Company  has  its  works, 
which,  by  means  of  pipe  Unes,  draw  the  oil  produced  by 
60,000  wells.  Tliis  great  company  controls  the  petroleum  trade 
of  "All  America"  and  of  a  great  part  of  Europe  besides. 
Its  monopoly,  which  is  one  of  the  most  oppressive  in  the 
United  States,  gave  Rockefeller  his  famous  wealth,  but — 
like  so  many  American  fortunes— it  has  been  built  up  by 
means  of  an  anything  but  commendably  character,  and  which 
have  done  more  to  demoraUse  rates  and  railway  business 
generally  than  probably  any  other  influence  acting  thereon^ 
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By  obtaining  secret  rates  and  rebates  from  the  railways, 
(see  p.  28)  this  company  could  mercilessly  crush  competition, 
and  when  it  had  achieved  this  aim  and  acquired  absolute 
control  of  the  great  industry,  it  turned  its  back  upon  the 
railways  by  whose  unjustifiable  favours  it  acquired  its  strength, 
and  became  a  dictator  who  never  offered  the  slightest  return 
for  the  undue  favours  bestowed  upon  it.  The  vast  in- 
dustries of  Cleveland  have  created  many  other  large  fortunes, 
which  again  have  transformed  the  Torest  City'  into  one  of  the 
most  charming  towns  of  the  United  States;  needless  to  say, 
they  also  attracted  branch  lines  of  every  great  railroad  in  this 
part  of  the  country. 

From  Cleveland  to  Buffalo  the  line  runs  by  the  Lake 
though  at  some  distance  therefrom,  and  is  paralleled  by  the 
N.  Y.,  Chicago,  *  and  St.  Louis,  or  Nickel  Plate,  now 
controlled  by  the  Vanderbilts  and  co-operating  with  the 
West  Shore,  like  the  Lake  Shore  does  with  the  N.  Y.  C 
Every  three  or  four  stations  we  meet  some  railway  coming 
to  the  Lake,  and  at  Ashtabula  the  company's  branch  to  the 
oil  and  coke  region  leaves  the  main  line.  This  branch  goes 
to  Oil  City  and  Youngstown,  connecting  at  the  latter  point 
with  Pittsburg  by  means  of  the  Pittsburg  and  Erie  RR. 
which  is  controlled  by  the  Lake  Shore  through  ownership 
of  stock.  Some  150  miles  west  of  Ashtabula,  on  the  main 
route,  lies  Dunkirk,  the  old  Erie  terminus,  and  within  14 
hours  we  complete  our  journey  to  Buffalo,  540  miles  from 
Chicago,  in  one  of  the  best  and  fastest  trains  in  America 
which  has  been  selected  by  the  Government  to  cany  the 
transcontinental  mails,  in  consequence  of  which  the  line, 
hitherto  without  the  indispensable  nickname,  tries  to  gain 
for  itself  the  distinction  of  being  called  the  Tast  Mail 
Route.' 

No  extraordinary  events  have  been  chronicled  in  the 
annals  of  the  company  since  the  consolidation  of  1869,  and 
its  history  is  in  fact  nothing  but  a  record  of  steady  progress 
which   by  degrees  has  enhanced  its  importance  arid  revolu- 

25* 


388 


THE  LAKE  SHORE. 


PART    V. 


tionised  the  scope  of  its  work.  To  what  extent  its  sur- 
rounding conditions  have  changed  may  be  inferred  from  the 
fact  that  since  1850  the  population  of  what  at  present  are 
the  fifteen  principal  cities  along  its  Unes  has  increased  from 
130,000  to  2,130,000 1  while  the  three  States  it  traverses 
now  have  a  population  six  times  as  large  as  they  possessed 
two  score  years  ago.  When  the  Lake  Shore  originated,  even 
the  Central  States  were  hardly  more  than  a  wilderness 
covered  with  woods,  and  of  course  the  cultivation  of  the 
Northwest  was  not  yet  begun.  To-day  the  States  then 
included  in  *  the  West '  have  become  almost  Eastern,  and 
ia  towns  hardly  known  thurty  years  ago  thriving  industries 
have  sprung  up,  while  every  acre  of  available  soil  is  utiUsed. 
The  influence  of  such  development  upon  local  traffic  alone 
would  have  sufficed  to  revolutionise  the  business  of  a  railway; 
but  in  addition  the  settlement  of  the  Northwest  and  South- 
west lent  to  the  Lake  Shore  the  character  of  a  through 
route  second  to  none  in  importance,  and  by  degrees  has 
altered  the  nature  of  its  operations. 

*  The  following  table  shows  the  increase  of  population  of  the  fifteen  principal 
towns  along  the  Lake  Shore  since  1850. 


1890. 

1880. 

1870. 

1860. 

1850. 

1 .  Chicago 

1.098,576 

503,342 

298.977 

112,172 

29,936 

2.  Cleveland  .    . 

• 

261,546 

160,142 

92.829 

43,417 

17,034 

3.  Buffalo  .    .    . 

254,457 

155,137 

117.714 

81,129 

42.261 

4.  Detroit  .    .    . 

• 

205,669 

116,342 

79,577 

43.619 

21019  ' 

5.  Toledo    .    .    . 

82,«52 

50.143 

31,584 

13.768 

3,829 

6.  Grand  Rapids    . 

64,147 

32,015 

16,507 

8,084 

2.686  . 

7.  Erie    .... 

• 

39,099 

27,730 

19,646 

9.419 

5,858 

8.  Youngstown  .    . 

33,199 

15,431 

8.075 

2,759 

Unknown 

9.  South  Bend    . 

21,788 

13,279 

7,206 

3,803 

1.652 

10.  Jackson  .    .    . 

• 

20,779 

16.105 

11,447 

4.799 

2,363 

11.  Sandusky  .    .    . 

• 

19,234 

15,838 

13.000 

8,408 

5,087 

12.  Kalamazoo.    .    . 

37,857 

13,552 

9,181 

6,070 

2,507 

13.  Lansing.    .    .    . 

12,630 

8,319 

5,241 

3,047 

1,229 

14.  Elkhart  .... 

11,370 

6.953 

3,263 

1,439 

1.035 

15.  Oil  City.    .    . 

> 

10,943 

7,315 

2.276 

Unknown 

Unknown 
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The  subjoined  statistics  show  the  growth  of  the  system,  its 
revenue  and  its  business  for  the  last  twenty-two  years,  and  give 
details  relating  to  rates,  revenue,  annual  charges,  dividends,  etc. 
Passenger  Traffic. 


rear. 

''carrftd. 

.flflOTIi*. 

Coit  PIT    Prof 
pasemaer    pai 
par  mill,     pir 

ifiw 

met. 

70 

,065,440 
212,754 

3.170;!34 

2,746.032 
,822,121 
,313.485 
3^6S2«)6 
4,118,8.12 
,909,856 
3.629,186 
d,47B,274 

IS 
'SS 

,019,59.1 
5,809,2S5 

460/. 

'SI 

164.9 

Si 

133,7 
Ui,I 

207,9 

S 

180,5 
176  8 

SI 

i,192,6fl0 

as 

4,569.730 
3,0,57;303 

t» 

4,736,088 
4,133,728 

4,650,654 
4,810,148 
5,062,480 

5,neo,EB 

5,376,509 

i.^1^ 
2.81M 
2.599 
2.542 
2.4^ 
'2.378 
2.090 
2.319 
2.af7 

i:883 

2:170 
2.058 

2:260 

fS 

2.246 
2.177 

CseL           C 
1.708 

i:814 

!:| 

hSlo 

1:276           1 
1.174          1 
1.086           1 
1.120 
1.166 

1:254 
1.250 

IS     . 

1.301 

i:4B2 
1.404 

soi 

785 
664 
77* 
554 
575 

Si 

049 
891 

SIS 

SOB 

005 
988 
B70 
754 
773 

W.V—::::. 

lit::::::::::: 

m........... 

Freight  Traffic 

l-.Br. 

Tons. 

MiBion 
one  mill. 

8 

"Mt              1 
-■tim       p 
mill,     pt 

rtm 

2.978.725 
3.7B4,;a5 
4.443,082 
5,176,661 
5,223,267 
.■1.022,400 
5.635,167 
5,513,.^8 
eMIS.445 

8.350!33a 

7,365,688 

9.326352 
9,089.857 

iaoao39 

11.531,268 
12.019.016 

574JI 
733,6 

mm 

^4 

.85i:i 

mil 

,602,5 
M<7 

is 

2.168.7 

S,746,12B 

B,40r.>29 
8,476,608 
10,048  JI52 

12,0221577 
12.480,094 

10,329,625 

]S:!f. 

12,545,810 
13.759.123 
13.883,639 

1  391 

1325 
1.180 
1010 

:864 
.734 

:750 
.(117 

:72s 

■1 

.664 

813 

ss 

767 

573 
474 
.'!98 
435 
414 

452 

US 

418 

479 
458 

478 
413 
291 

S 

315 

S 

276 
226 

229 

IS 

185 
168 

1871 

1874 

!i?^::::;:::::: 
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Earnings    Expenses   Revenue   Dividends 

e^c 

J-for 

net. 

Com 

op,Bti,a 

J(,i 

po-,?o'!l^8K> 

a™w. 

£a  Hxl     1  fa  if 

3870 

ISK 
187d 

1875 
1879 

S 

1879 
188o 

K 

188a 
18B9 
18W 
1891 

1013 

177 
177 

17 
17 

7 

1   7? 

a 

13  50R238 

19414 

1714    1 

13H4    1 

ibU  1  I 
18.74   4 

ih'i' 

21  ill  !■* 

8,'W88ai   81  BH    5l*J415 
t7-qW)b'b5Ml  HWUMA 
1IH,J            (,(,«l    1      HN  4" 

14        +111          « 

18^897 
il21  1W 

,1. 

8d7 

6« 

4U0 
325 

200 

6SU 

BO) 

500 

200 

■itX 
500 

6  011 

The  first  two  tables  show  the  usual  features  of  similar 
compilations — the  disproportion  between  the  increase  m 
freight  revenue  and  m  busmet,a  the  tall  m  rates  etc 
Attention  need  be  called  to  oulj  t^vo  special  eircumstince 
the  first  lb  tlie  inciease  of  neirh  5U0  per  cent  m  the 
fieif^ht  tonnage  the  second  tlie  lemarkablj  Ion  optiatnip, 
expendituie  on  tins  raib\a\  as  fai  as  tie^ht  is  concerned 
The  average  rate  received  in  1890  was  only  0.62()c.,  but 
the  workiiig  cost  was  so  phenomenally  low  (0,458c.)  that 
a  profit  was  made  of  O.lGSc.  per  ton-mile,  which  must  be 
considered  exceptionaUy  good,  since  it  is  ahnost  exactly  as 
great  as  on  the  New  York  Central,  although  the  last- 
named  company  gets  an  average  gross  rate  nearly  20  per 
cent,  in  excess  of  that  received  by  the  Lake  Shore.  There 
is  to  my  knowledge  but  one  railway  in  the  United  States 
which  can  move  its  freight  cheaper  than  the  Lake  Shore, 
and  that  is  the  Norfolk  and  Western  with  its  mineral 
traffic.    But  it  would  hardly  be  fair  to  compare  the  Lake 
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Shore  with  a  mineral  road^  since  its  business  is  of  a 
very  varied  nature,  and  hence  it  may  claim  the  first  place 
among  the  few  railways  which,  on  account  of  their  technical 
perfection,  make  a  good  profit  with  very  low  rates.  I  have 
on  several  previous  occasions  called  attention  to  the  Lake 
Shore's  perfection  as  a  railway,  the  results  of  which  are, 
for  instance,  shown  by  the  fact  that  more  cereals  destined 
for  the  East  leave  Chicago  by  the  Lake  Shore  than 
by  any  other  railway,  the  Michigan  Central  being  second 
(see  p.  383).  This  is  by  no  means  incidental.  Traffic 
naturally  seeks  the  best  routes,  and  the  best  routes  make 
large  profits  because,  firstly,  they  move  freights  cheaper,  and 
secondly,  because  they  get  more  of  them  on  account  of  the 
greater  despatch  in  transit :  even  in  the  so-called  low  freight 
business,  where  time  of  transit  is  no  very  important  factor, 
freights  seek  those  roads  which  carry  them  fastest.  And 
one  of  the  advantages  of  fast  freight  transit  is  that  so  much 
more  can  be  done  with  the  rolling  stock.  All  this  once 
more  confirms  the  soundness  of  the  maxim  that  the  road  to 
financial  success  lies  through  technical  perfection.  In  a  field 
where  Qompetition  is  exceptionally  brisk  we  see  the  Lake 
Shore  yielding  immense  profits  whilst  with  the  same  or  even 
better  rates  some  of  its  competitors  fail  to  make  their 
business  pay.  The  Lake  Shore  earns  almost  7  per  cent, 
on  its  total  capital  in  spite  of  the  considerable  extent  to 
which  the  latter  is  infiated. 

Below  are  the  usual  statements  relating  to  the  company's 
finances;  they  cover  five  years. 

1  Of  the  twelve  million  tons  of  freight  carried  last  year  by  this  road,  2- S.mllllons 
consisted  of  coal  and  iron  and  11  of  coke,  1*5  million  tons  merchandise  1-2  grain, 
0  9  lumber,  0  9  stone,  04  manufactures,  0-6  iron  manufactures,  etc.  On  the  Norfolk 
and  Western  seven-tenths  of  all  frei:rhts  are  minerals. 


THE  LAKE  SHORE. 


Samiasi— 

5,376.509 

-■'ISiS 

T 

5,060.023 

1889. 

1888. 

itfe 
1^90^ 

1887. 

12:547^3 
1,512,386 

Total  gross  eacnings. . 
SxpetiMs- 

fil.431,3e6 
3,205,746 

513.179 

20,865,760 

3.162,158 
2827,3+1 
7.735,079 
495902 

19,487,196 
2,775,56.'; 

494:417 

18,029,627 
e,500,49j 

'■ii 

18,710,962 

2,O!S,084 
1,895,012 
6,479.44.S 
476557 

14332,675 

6,798,711 

68-27 

14,220,481 

6.64.5,279 

68-15 

12,847,4f: 
'    65-9; 

11,310,371 

6,719,256 

62  73 

11,0.28,798 

7,681.164 

5895 

P.c  op.  eipend.  to  earnings 

INCOME    ACCOmiT. 


6.798,711 
4551623 

1890. 

1889. 

6,639,744 
382,541 

6,719,256     7381,164 
219,892        129,999 

mtweat,  dividends,  etc 

Total  income 

7,254,334 

557,154 

3,204,370 

53^50 

7,144,038 

564.419 

3,225,725 

53:350 

7,022,285 
^:350 

ill 

Dlvid.  on  enarant«ed  slock. 
Snrnlus   for  dividend 

3,814,874 
3:439  460 
2,967,990 

3,843,494 

3.WSmO^    3,828,283     3,77e,eC3| 
3516,275     3,110.865]    4,032,360- 

Bate  of  dividends  p  o 

TV 

5      j  r-  i 

637,540     2,053,7C0 

471,470 

' 

General. Balance  at  the  close  of  each  fiscal  year. 

EaiU-'oad,  DuildingB,  Btc... 

1891.      1       1890.            I8S9,            1838,      1       1887. 

Beal  estate  and  off.  propty 

Stocks  owned,   coat 

Bonds  owned,  cost. 

14,'l';^.   .                                                                  :  ,  ■■■'/iv 

Materials,  fuel,  etc 

Gash  on  hand 

Uncollected  earniOf^ 

879,nn 

Ii6,-i,:i49      riT7.4;;=,      <-m.m.->      im.:m 

3,4]2,7,ib|    3,734,33a[    32tt7.018|    2  604,482 
772,686        402,204        403.9M        734,369 

110361.656 

1.758,0« 
11,612,51( 

110,518,64,5  I0a,9-21,2.is'  l(j9,,S93,.'->3S  108,780,846 

50,TOi,u..          -.■...,uKO^  50,000,000 

i.fy\  ^       ■        .       ■     _m:<'-    ifimm 

11.647,-11     11... 'J.r    .    I. ■...[.j.l^j  10.087:472 

Total  liabilities 

110361,656 

110.516,645. 109.921,238|109,3S3,53B  108,780.946 
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Among  the  assets  figure  $15,180,000  first  and  second 
preferred  and  common  stock  of  the  New  York,  Chicago 
and  St.  Louis  railroad  (which  see)  and  other  securities  issued 
by  subsidiary  railways  and  'despatch  lines.'  The  company 
owns  an  interest  in  the  Pacific  Hotel,  one  of  the  leading 
establishments  of  Chicago,  situated  near  its  terminus,  and 
holds  a  majority  of  stock  ($2,503,000)  of  the  Pittsburg  & 
Lake  Erie  RR.  which  connects  Youngstown  with  Pittsburg. 

Since  1871  the  share  capital  of  the  Lake  Shore  has  remained 
unchanged.  It  amounts  to  $55,000,000  of  which  $533,500 
is  10  p.c.  guaranteed.  For  dividend  see  table  on  p.  381. 

The  bonded  debt  (including  guaranteed  debt  of  other 
compani^)  is  specified  as  follows: — 


Name  ar9.  Character. 

1 

Miles 
included 
in  mort- 
gage. 

Issued. 

Due, 

Amount 
outstanding. 

Rate 

of 
interest. 

Annual 
interest. 

Lake     Shore     *    Michigan 
Southern— consolidated 
first  mortgage .  v 

864 
258 

95 

88 

•  •  •  • 

864 

1870 

1869 

1867 
1868 

•  •  •  » 

1873 

1900 

1899 

1892 
1898 

•  •  •  • 

1903 

s 

15,070,000 

1,355,000 

569,000 
2,756,000 

p.c. 

7 

7 

7 
7 

7 

$ 

1052.870 

94,920 

57,330 
194,880 

Lake  Shore  Railway— divid. 
bonds * 

Cleveland,  Painesvill^&  Ash- 
tabula—third  mortgage. . . 

Buffalo  &  Erie- mortage. . 

Total  amount  outstanjng 
of  the  first  general  mrt- 
gage  of  $25,000,000 

i    Lake     Shore    &    Michig^ 
Southern— consolidated  se 
cond  general  mortgage. .  • 

19,750,000 
24,692,000 

1.382.500 
1,728,440 

Total  funded  debt— Lake  Si^re  &  Michigan 
Southern  Railway  Companyproper 

1 

44,442.000 

3,110,940 

\ 


1 

\ 


394 


THE  LAKE  SHORE. 


PART   V. 


Debt  of  proprietary  roads  wholly  owned  by  L.  S,  &  M,  S» 


Name  and  Character. 

mies 
included 
in  mort- 
gage. 

Issued. 

Due. 

Amount 
outstanding. 

Rate 

of 

interest. 

Annual 
inttrest. 

Detroit,  Monroe  &  Toledo- 
first  mortgage,   principal 
and  interest  guaranteed  by 
L.  S  &  M.  S 

62 
37 
36 

1876 
1890 
1889 

1906 
1940 

1989 

$ 
924000 

400,000 
'♦401,000 

p.  c. 

7 

5 
3 

$ 
64,680 

20,000 
12,030 

Kalamazoo  &  White  Pigeon- 
first    mortgage,  principal 
and  interest  guaranteed  by 
L.  S.  &  M  S 

Sturgis,  Goshen  &  St.  Louis- 
first  mortgage,    principal 
and    interest    guaranteed 
by  L.  S.  &  M.  S 

$1,725,000 

S96,710 

•  Includes  S79,000  Battle  Creek  &  Sturgis  first  mortgage  bond  on  road  Sturgis 
to  Findley,  Mich. 

Debt   of  leased  roads,  interest  paid  by  L,    S,  &  M,  S.  on 

account  of  rental. 


Name  and  Character. 

Miles 
included 
in  mort- 
gage. 

Issued. 

Due. 

Amount 
outstaying. 

Rate 

of 

mzerest. 

Annual 
Interest. 

Kalamazoo,  Allegan  &  Grand 
Rapids— first  mortgage 
guaranteed  by  L.  S.  &  M.  S. 

Jamestown     &    Franklin — 
first  mortgage  (L.  S.  &  M.  S. 
owns  S125.000) 

58 
51 
51 
43 

1888 
1863 
1869 
18?  ] 

1938 
[934 

1 
!      840,000 

29aooo 

500,000 
1.500,000 

p.  c. 
5 

7 
7 
5 

42,000 
20,860 
35,000 
75,000 

Jamestown    &    Franklin- 
second  mortgage  (L.  S.  & 
M.  S.  owns  8482,000) 

Mahoning    Coal     RR.— first 
mortgage   guaranteed    by 
L.  S.  &  M.  S 

3.138.000 

172,860 
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The  system  of  the  Michigan  Central  and  Canada  Southern 
Railway  Company  has  a  total  length  of  1,609  miles,  and 
consists  of  a  main  line  running  from  Chicago  to  Suspension 
Bridge,  Niagara,  (near  Buffalo)  via  Detroit  and  Jackson,  and 
several  branches  in  Michigan,  the  principal  of  which  is  the 
road  to  Mackinaw,  a  town  communicating  with  St.  Ignace  by 
a  ferry  across  the  Straits  of  Mackinaw,  which  connect  Lake 
Michigan  with  Lake  Huron.  St.  Ignace  is  a  terminus  of  the 
"Soo"  line,  and  hence  the  Michigan  Central  receives  direct 
Northwestern  freights  destined  for  the  East,  which  it  gives 
to  its  Vanderbilt  connections  with  the  seaboard.  Mackinaw, 
by  the  way,  is  also  a  terminus  of  the  Grand  Rapids  and 
Indiana  RR.,  of  the  Pennsylvania  system.  Various  lines  in 
Southern  Michigan  tap  that  district,  and  Detroit  is  the  com- 
pany's traffic  centre.  The  condition  of  all  tracks,  buildings 
and  roUing  stock  is  first-class,  as  befits  a  Vanderbilt  road ;  the 
greater  part  of  the  main  line  is  double  tracked,  and  except 
on  sidings  all  rails  are  of  steel,  those  on  the  ma  in  lines  weigh- 
ing as  much  as  801b.  Terminal  accommodation  is  excellent 
everywhere;  in  Buffalo  the  company  uses  the  Vanderbilt 
stations,  and  in  Chicago  it  shares  the  unequalled  facilities  of 
the  Illinois  Central  (g.  v.)  which  contemplates  building  a 
new  station  on  the  Lake  front. 
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The  Michigan  Central  system  consists  of  the  following  parts: 

Lines  otcned: 

Main  line  Kensington  (near  Chicago)  to  Detroit 270  0  miles. 

Michigan  Air-Line  RB.:  Jackson  to  South  Bend 115' 16 

Jackson,  Lansing  &  Saginaw  RR:  Jack'n  to  Mackinaw  City  295*10 
Grand  River  Valley  RR.:  Rives  Junction  to  Grand  Rapids  .  83-79 
Kalamazoo  &  South  Haven  RR.:  Kalamazoo  to  South  Haven    39*50 

Joliet  and  Northern  Indiana  RR. :  Lake  to  Joliet 4500 

Saginaw  Bay  &  Northwestern  and  branches 87*21 

Detroit  and  Bay  City  RR.  and  branches 151*42— 817- 1      „ 

Lines  operated : 

niinois  Central,  Chicago  entrance  .  .  • 14*0 

Canada  Southern  Ry. :  Windsor,  Can.,  to  Suspension  Bridge.  ...    226*1      ^ 
Tol.,  Can.  Sout'n  &  Det.  Ry. :  Springwells  to  Can.  So.  Juc.  .    55  87 

Toledo  Belt  Line 305 

Canada  Southern  Bridge:  Slocum  June,  to  Stony  Island.  .  .  3  66 
Michigan,  Midland  &  Canada  Ry.:  Ridgeway  to  St.  Clair .   .    14*68 

Canada  Southern  Railway  branches 101*33 

Sarnia,  Chatham  and  Erie  Ry.:  Petrolia  June,  to  Petrolia.  .      7  00 

Erie  and  Niagara  Ry.:  Niagara  to  Old  Fort  Erie 30  60 

Leamington  and  St.  Clair  Ry.:  Comber  to  Leamington  .  .  .  13*80 
Bay  City  and  Battle  Creek  Ry.:  West  Bay  City  to  Midland.  18*00 
Battle  Creek  &  Sturgis  Ry.:  Battle  Creek  to  Findlay  ....    33*80— 281*7      „ 

Total  owned,  leased  and  operated,  Dec.  31,  1891 1609*2     „ 

The  Michigan  Central  was  chartered  as  early  as  1846  and 
the  present  main  line  opened  in  1852.  The  system  has 
since  been  gradually  extended,  and  the  majority  of  the 
leased  and  operated  lines  are  virtually  owned,  either  by  the 
company  itself  or  by  the  Vanderbilt  interest.  In  1882  a 
traffic  agi'eement  was  made  with  the  Canada  Southern  (see 
below)  in  accordance  with  which  the  M.  C.  operates  that 
line,  paying  one-third  of  the  traffic  revenue  to  the  C.  S.  and 
retaining  the  remainder.  There  is  a  clause  in  the  agreement 
whereby  the  Canada  Southern's  proportion  of  the  revenue 
is  decreased  in  the  same  ratio  as  its  interest  charges 
are  diminished  by  the  Michigan  Central,  and  hence  the 
Michigan  Central  now  retains  more  than  66*7  per  cent,  of 
the  Michigan  Southern  earnings. 

The  following  tables  show  the  principal  features  of  the 
traffic  for  eight  years,  of  the  revenue  for  five  years,  and  of 
the  balance  sheet  for  two  years. 
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Passenger  and  Freight  Movement  on  the  Michigan  Central, 


Year 
ending 
Dec.  31. 


Average 

mileage 

operated. 


Passenger  Traffic. 


Million 
passen- 
gers 
carried 
one  mile . 


Rate, 
Cents. 


Bevenue, 


Freight  Traffic. 


MiUion 

ions 

carried 

one  mile . 


Hate, 
Cents. 


Hevenue, 


1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 


1,507 

164-9 

2.10 

1,514 

155-6 

2.03 

1,516 

171-3 

2  14 

1,537 

182-4 

2  29 

1,537 

185-2 

2.26 

1,540 

187-6 

2.30 

1,609 

195-9 

2.27 

1,609 

202-3 

2.24 

3,464,560 
3,162,342 
3,670.826 
4,184,237 
4,188,983 
4,327,091 
4,459,074 
4.548,995 


1,179^ 

0.65 

1,232,5 

0.56 

1,157.4 

0.68 

1,340,6 

0.69 

1,279,4 

0.69 

1,203.1 

0.72 

1,339,9 

0.69 

1,368,2 

0.72 

7,620,887 
6.906,207 
7,938.572 
9,i)09,9o7 
8,883,446 
8.736,963 
9,311.290 
9.876,307 


Earnings  and  Expenses,  1887 — 189L 


Earnings — 

Passenger 

Freight 

Mail,  express,  etc 

Total  gross  earnings.. 

Operating  expenses — 
Maintenance  of  way,  etc.. 
Maintenance  of  equipment 
Transp.  and  miscellaneous 
Taxes 

Total  operat.  expenses 

Net  earnings 

Percentage  operating  ex- 
penditure to  earnings. . . 


1891. 

$ 
4,548,995 
9,876,307 
737,658 

1890 
$ 
4^459,074 
9,311,290 

720.347 

1889. 
$ 
4,327,091 
8,736,963 

722871 

1888. 

$ 
4.188,983 
8,883,446 
698.094 

13,770.523 

2.057,106 

1.369.143 

6.379.508 

280.848 

1887. 

$ 
4.184,237 
9.309,987 

670,266 

15,162.960 

2,059,481 

2,066.616 

6,671.624 

309,849 

14,490,711 

2,365,406 

1,%3,668 

6,508,329 

304.351 

13,786.925 

1.910,932 

1721.859 

5.954,744 

307,623 

9,895.158 
3.891,767 

71-77 

14,164,490 

2.344,743 

1.444712 

5.815,484 

270,307 

9,875.246 
4,289,244 

69  72 

11,107.569 
4.055.391 

73  25 

10.731,754 
3,758,957 

7406 

10.086,606 
3,683.917 

73-24 

398 


THE  MICHIGAN  CENTRAL. 


PART   V. 


Revenue  and  Expenditure^  1887 — 1891. 


Receipts — 

Net  earnings 

Interest  and  dividends.... 

Total  Income 

Disbursemen  ts — 

Rentals  paid 

Interest  on  debt 

Canada  Southern  share.... 
Miscellaneous 

Total 

Surplus  for  dividends 

Dividends 

Rate  of  dividend,  p  c 

Surplus 


1891. 

$ 
4,055,391 
58.628 


1890. 
S 
3,758,957 
57.493 


4.114,019     3,816.450 


184.310 

2,254,977 

446,776 


184,310 

2,270,022 

355,633 

134,723 


1889. 
8 
3,891.767 
46,666 


1888. 

S 
3,683,917 
55,276 


2,886,063:  2,944,688 

1,227,956!  871,762! 

l,030,60li  936,910 

bH  5 


3.938.433 

184.310 

2,328,216 

407,444 

7.731 

2.927,701 

1,010,732 

936,910 


3,739,193 

184,310 

2,336.782 

a39,161 

15,938 


2,876,191 
863.002 
749,528 
4 


1887. 
S 

4.289,244! 
52,718! 


4,341,962 

184.310 

2.351,619 

540,870 

32,513 


3,109312 

1,232,6501 

749,528; 

4 


*  The  balance  to  credit  of  income  account  Dec.  31,  1891,  was  $2,296,747. 


BALANCE  SHEET,  DECEMBER  31. 

1891. 

Assets—  S 

Construction  accounts 42,337,242 

Investments 608,688 

Fuel  and  supplies 1,139,432 

Account  receivable 566,694 

Uncollected  earnings 971,342 

Cash 798,518 


Total  assets... 
Liabilities  — 

Capital  stock 

Bonds 

Accounts  payable. 
Accrued  interest. . 

Dividends 

Income  account.. . 


46.421.914 

18,738,204 

18,376,000 

1,461,474 

284.579 

655,837 

6.905,820 


1890. 

S 

42,185,419 

608,686 

1,091,208 

439,866 

649,827 

617,258 


45,592,264 

18,738,204 

18,376,(X)0 

902,787 

304,663 

562,146 

6,708,464 


Total  liabilities 46,421,914   ;   45,592,264 


The  capital  of  the  Company  consists  of: — 

Common  stock $18,738,204 

First  mortgage  (formerly  consol.  mortg.) 10.000,000 

Total $28,7^1204 

Guaranteed  issues  of  controlled  companies 12,256,200 
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The  dividends  on  the  common  shares  have  been  as  follows : 
1890,  8  p.c. ;  1881,  Qk;  1882,  nil;  1883,5;  1884,3;  1885 
and  1886,  nil;  1887, 1888  and  1889,  4;  1890,  5;  1891,  5  p.c. 

It  is  not  necessary  to  enter  into  details  relating  to 
any  subsidiary  company  except  the  Canada  Southern.  This 
railway  lies  in  Canadian  territory,  and  was  chartered  in 
1868  and  opened  in  1873.  Soon  after  the  completion  of  its 
lines  the  company  defaulted,  and  the  debt  to  the  Govern- 
ment and  others  was  readjusted  under  the  auspices  of  the 
New  York  Central.  It  connects  with  the  New  York  Central 
at  Suspension  Bridge,  and  with  the  Michigan  Central 
at  Windsor,  Ontario,  opposite  Detroit.  The  company  leases 
several  branches,  and  its  bonds  are  guaranteed  for  twenty 
years  by  the  New  York  Central,  the  board  of  directors  of 
which  is  almost  exactly  the  same  as  that  of  the  Canada 
Southern.  The  position  of  the  company  is  sufficiently  shown 
by  the  following  extract  from  the  annual  reports  for  the 
last  two  years. 


Net  earnings 

Other  revenue 

Total  net 

Dividends 

Rate  of  dividend  p.c 

Balance 

Surplus,  January  1 

Surplus,  Dec.  31. 

Balance,  surplus 


sur. 


2.684 
215^33^ 

2J8,417 

218,417" 


BALANCE  SHEET,  DEC.  31. 


Assets— 

Construction  and  equipment 

stocks  owned 

First  mort.  bonds  of  other  companies  owned. 

Due  from  Michigan  Central  RR 

Cash  and  cash  assets 

Miscellaneous 

Total 

Liabilities — 

Capital  stock 

First  mortgage  bonds 

Second  mortgage  bonds 

Dividends 

Due  Michigan  Central  RR 

Income  acount 


Total. 


1891. 

$ 

28,594,064 

3,053,a'J0 

2,899,372 

287,410 

206  308 

14,014 


35,054,578 

15.000,000 

13,923,601 

5,650,000 

262,500 

218,417 


def.    13,313 
229,046 

215,733^ 

215  733 


1890. 

S 

28,592,606 

2,993,588 

2,899.372 


244,773 
76.579 


34,806,918 

15,000,000 

13  923,600 

5,349  000 

187,500 

131085 

215,733 


35,054,518 


34,806.918 


CHAPTER  XXV. 

THE   NEW   YORK,    CHICAGO    AND   ST.    LOUIS   ER. 

The  charter  for  this  railway,  which  is  to  the  Lake  Shore 
what  the  West  Shore  is  to  the  New  York  Central,  was 
obtained  in  1881,  and  construction  was  pushed  foiward  so 
energetically  that  it  was  opened  in  October,  1882.  A  fierce 
rate  war  resulted,  leading  to  the  acquisition  of  control  by 
the  Lake  Shore  and  to  sale  in  foreclosure  and  reorganisation 
in  1887.  The  company  now  has  the  following  stock  out- 
standing : — 

First  preferred  S5,000,000  of  which  Lake  Shore  owns  $2,503,000 
Second      „  11,000,000  „  „  «  6,275,000 

Common  14,000,000         „  „  «  6,240,000 

4p.c.lstMortg. 
gold  bonds        19,575,000 

$49,575,000 

— The  bonds  are  gradually  redeemed  out  of  a  sinking  fund, 
for  which  $100,000  are  reserved  if  the  net  earnings  exceed 
$900,000,  and  if  the  bonds  can  be  bought  below  102.  If 
these  two  events  do  not  coincide,  the  sinking  fund  require- 
ments lapse  for  that  year.  The  preferred  stock  is  non- 
cumulative. 

The  company  owns  512  miles  and  operates  a  total  of  523; 
its  line  has  no  feeders,  and  runs  from  Buffalo  to  Chicago, 
absolutely  paralleUng  the  Lake  Shore  as  far  as  Cleveland ; 
from  there  it  runs  straight  to  Chicago  without  touching 
Toledo,  going  via  Fort  Wayne.  The  road  is  in  fair  to  good 
condition,  but  of  course  inferior  to  the  Lake  Shore;  at  the 
same  time  want  of  rolling  stock  is  so  keenly  felt  that  the  necessity 
of  hiring  cars  reduces  the  company's  earnings  to  the  extent  of 
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some  $400,000. 
built,  and  will 
traffic  amounts 
earnings  being 
but  is  carried 
20  per  cent,  of 


A  thousand  new  cars  are  now  being 
be  paid  for  by  instalments.  The  passenger 
to  very  little,  hardly  one-tenth  of  the 
derived  from  this  source;  freight  increases, 
at  such  very  low  rates  that  only  about 
the  total  earnings  are  net. 


The  following  table  shows  the  extent  of  business  and  its 
growth  during  the  last  four  years: — 


Year. 

Mileage 
operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

Rate, 
Cents. 

Bevenue, 

$ 

Million 

tons 

carried 

one  mile  • 

Rate, 
Cents. 

Revenue, 

$ 

1888 
1889 
1890 
1891 

512 
512 
512 
512 

16-5 
20-3 
27.4 
247 

1.83 
1.76 
1.57 
1.64 

303,195 
358,462 
429.170 
426,211 

866-3 

874-3 

1C50-8 

1052-5 

.528 
.536 
.508 
.541 

4,570.912 
4,688,616 
5,341,577 
5.697.609 

Earnings,  Expenses,  Revenue  and  Expenditure  during  the 
last  four  years  were: — 


Earnings — 

Passenger 

Freight 

Mail,  express,  etc 

Total  eaminss 

1891. 

$ 
423,211 

5,697,609 

47,269 

1890. 

429.170 

5,341,577 

49,558 

1889. 

$ 
358,462 

4.688,616 

43,251 

1888. 

S 
303,195 

4.570,912 

44.110 

6,171,089 
5,056.082 

5,820,305 
4,678,251 

5,090.329 
4,003,544 

4,918,217 
4.113,824 

Operating    expenses    and 
taxes 

Net  eaminfiTS 

1,115,007 

1,142,054 

1,086.785 

804,393 

American  Railroads. 
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INCOME  ACCOUNT. 


Revenue — 

Net  earnings 

Other  revenue 

Total 

Expenditure — 

Interest  on  bonds 

Rental  of  terminals 

Sinking  fund 

Dividend  on  1st  pref.  stock. 

Total 

Balance 


1891. 
$ 
1.115,007 
13,569 


1,128,576 

780,420 
90,551 
99,940 

150,000 


1,120,911 
sur.  7,665 


1890. 
$ 
1,142.051 
12,774 


1.154328 

784,570 
87,68') 
93,748 

175,000 


1,141,003 
sur.  13,825 


1889. 
$ 

1,086,785 
5,390 


1,092,175 

791,680 
81,139 
99,954 


972,773 
sur.119,402 


1888. 

$ 
804,393 

6,420 


810,813 

778,240 

81,416 

100.000 


959,656 
def.148,843 


The  Balance   Sheets   for  the   last   two   years  show  the 
position  of  the  company  to  be  as  follows : — 


Assets— 

Cost  of  road 

Cost  of  equipment 

Bonds  owned 

Materials  and  fuel 

Cash 

Due  by  station  agents,  etc. 

Due  by  other  companies 

Due  by  Post  Office  Department. 
Miscellaneous  accounts 

Total 

Liabilities — 

First  preferred  stock 

Second  preferred  stock 

Common  stock 

Funded  debt 

Unpaid  vouchers. 

Unpaid  pay-rolls 

Due  companies  and  individuals. 

Interest  due  and  not  paid 

Interest  accrued,  not  due 

Dividend  on  1st  pref.  stock 

Sinking  fund  account 

Income  account 

Total 


1891. 
$ 
46.077,341 
3,616,721 


51,427,824 


1890. 

$ 

46,239,203 

3.616,721 


302,500 

142,579 

452,826 

516,378 

269,050 

267,786 

503,416 

580.776 

6,454 

6,537 

38,516 

36.786 

51,427,824 

51,406,766 

5.000.000 

5,000,000 

11,000,000 

11,000,000 

14,000.000 

14,000.000 

19.575,000 

19.681,000 

578.784 

617,506 

223,438 

202.238 

154,207 

97,513 

11,500 

11,220 

194.310 

195,370 

150,000 

175,000 

393643 

293,702 

146,942 

133.217 

51,406,766 


CHAPTER  XXVI. 

THE     CLEVELAND,     CINCINNATI,    CHICAGO    AND    ST.    LOUIS   RAILWAY. 

Presumably  no  other  railway  system  in  the  Central  States 
occupies  such  a  prominent  position  in  local  traffic  as  the 
conglomeration  of  lines,  generally  known  as  the  'Big Four,' 
which  forms  the  Vanderbilt  connection  with  Cincinnati, 
Cairo,  St.  Louis,  Peoria,  and  numerous  other  points. 
Indianapolis  is  the  focus  of  the  system,  which  embraces 
2,233  miles  of  railway,  and  the  junction  of  various  lines 
the  principal  among  which  constitute  direct  through  con- 
nections between  St.  Louis  and  -Cleveland,  Cincinnati 
and  Cleveland,  Cincinnati  and  Chicago,  Cincinnati  and  St. 
Louis,  etc. 

The  following  is  a  summary  of  the  lines  operated  by  the 
company  when  the  last  report  was  issued. 

Lines  owned: — 

Cleveland  to  Columbus,  0 138  miles 

Gallion,  0.,  to  Indianapolis 203  „ 

Delaware  to  Springfield 50  „ 

Cincinnati  to  Lafayette  and  branch 178  „ 

Indianapolis  to  Terre  Haute 72  „ 

East  St.  Louis        „  „     and  branch __^^_  « 

Total  owned 834  „ 

Railroads  leased  and  practically  otmed: — 

*  Cincinnati,  Lafayette  and  Chicago-  .  .      ,  , 56      „ 

f  Cincinnati  and  Springfield, 48      „ 

*  Cairo,  Vincennes  and  Chicago,  and  branch 267  „ 

**  Cincinnati,  Sandusky  and  Cleveland,  and  branch 170  „ 

*  Columbus,  Springfield  and  Cincinnati 45  „ 

*  White  Water  RR 62  „ 

*  Fairland,  Franklin  and  Martensville 38  „ 

ft  Columbus  Hope  and  Greensburg 26  „ 

*  Other  lines 12^  „ 

Total  leased 724      „ 

Total  operated  and  earnings  reported 1,558 
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Railroads  operated^  but  earnings  reported  separa'ely: — 

*  Cincinnati,  Wabash  &  Michigan.  .   .      205)  ocrv  -i 
ft  Vernon,  Greensburg  &   Rushville  RR.  45  ^ ^^  ^^^^^' 

Peoria  and  Eastern 350  „ 

Eainkakee  &  Seneca,  with  branch 44  ^ 

Dayton  &  Union  RR 47  „ 

Entrance  into  Chicago  over  Illinois  Central 56  „ 

"~747~    „ 
Total  operated   (roads  owned  jointly  and  trackage  counted  as 
one-half) 2,281 

The  '  Big  Four '  is  a  consolidation  of  the  Cincinnati,  Indiana- 
polis, St.  Louis  and  Chicago  Ry.  Co.,  the  C.  C.  C  &  I. 
Ry.  Co.,  and  the  Indianapolis  &  St.  Louis  Railway  Company, 
effected  in  July,  1890,  in  which  year  the  St.  Louis,  Alton 
and  Terre  Haute  Raikoad's  main  line  and  branch  was  pur- 
chased. The  reorganisation  took  place  in  the  Vanderbilt 
interest,  and  almost  ihQ  entire  capitalisation  consists  either 
of  securities  of  the  old  companies  or  substitutes  therefor. 
$20,753,730,  4  p.c.  gold  bonds  have  been  issued,  $10,000,000 
of  which  were  paid  for  the  St.  Louis,  Alton  and  Terre 
Haute  RR.,  and  there  are  $28,000,000  common  stock  and 
$10,000,000  5  p.c.  non-cumulative  preferred,  the  consent 
of  which  is  necessary  before  any  further  issue  of  bonds  can 
be  made.  Details  of  funded  debt  and  first  charges  are  given 
in  the  statement  appended  below. 

*  All  shares  owned. 

t  Majority  of  shares  owned. 
**  Common  shares  owned, 
t  Majority  of  shares  and  all  bonds  owned. 
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The  system  being  a  consolidation  of  numerous  smaller  lines, 
many  of  which  were  not  in  first  class  order,  somewhat 
extensive  betterments  were  necessary;  at  present,  however, 
the  entke  property  is  in  a  satisfactory  condition.  Although 
of  no  heavy  type,  the  rails,  which  are  of  steel,  are  in  accor- 
dance with  the  requirements  of  the  traffic;  most  roads  are 
well  graded  and  ballasted,  and  the  additions  made  to  roUing 
stock  render  the  latter  equal  to  all  requirements.  Terminal 
accommodations  in  Cincinnati  have  been  extended,  but  some 
additions  to  the  company's  shops  are  needed.  It  is  officially 
stated  that  further  extensions  of  the  system  are  not  intended, 
although  the  purchase  or  lease  of  the  'Three  I's'  (Indiana, 
lUinois  and  Iowa  RR.)  has  been  spoken  of.  The  connections 
of  the  road  are  excellent ;  agreements  for  through  traffic 
with  Louisville  have  been  made  with  the  Ohio  and  Mississippi, 
and  since  the  latter  is  part  of  the  Baltimore  and  Ohio  system 
the  'Big  Four'  lines*  have  become  a  St.  Louis  connection 
of  the  Chesapeake  and  Ohio;  relations  with  this  company 
are  so  amicable  that  the  likelihood  of  its  acquisition  by  the 
Vanderbilt  interest  has  been  frequently  mentioned.  The  prin- 
cipal connection,  however,  is  the  Lake  Shore,  which  the  'Big 
Four'  meets  at  Cleveland,  one  of  its  best  lines  joining  that 
city  with  Cincinnati  and  St.  Louis.  The  direction  of  South- 
western trade  is  towards  the  Atlantic  Coast,  and  hence  it 
can  cause  no  surprise  that  this  company  gives  considerably 
more  freight  to  the  Lake  Shore  than  it  receives  (862,000 
against  282,000  tons),  but  on  the  other  hand  it  receives 
more  passengers  than  it  gives,  a  fact  presumably  explained 
by  the  notorious  circumstance  that  in  connection  with  the 
unabating  emigration  to  the  West  nearly  all  lines  carry 
more  passengers  West  than  East.  The  freight  business  of 
this  railway,  Uke  that  of  all  roads  in  the  Central  section, 
is  largely  local,  and  has  to  be  conducted  against  low  rates. 

Although  the  corporation  is  but  two  years  old  the  finan- 
cial results  of  its  operations  are  such  as  to  warrant  the 
most  satisfactory  conclusions  with  regard  to  its  success.  Like 
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all  Vanderbilt  properties,  it  conducts  business  upon  sound  and 
conservative  principles ;  and  with  a  moderate  capitalisation 
it  has  from  the  outset  been  on  a  dividend-paying  basis. 
A  distribution  of  4  p.c.  was  made  on  the  common  stock 
in  1890  and  of  3  p.c.  in  1891,  the  reduction  being  con- 
nected with  short  crops  in  Ohio  and  Indiana,  strikes,  and 
dearth  of  fuel.    In  January,  1892,  l^/g  p.c.  was  paid. 

Below  are  details  relating  to  traffic,  statements  showing 
traffic  earnings,  revenue,  expenditure  and  a  copy  of  the 
balance  sheets  for  the  two  years  of  the  company's  existence. 
During  the  last  year  over  $1*4  millions  were  earned  in 
excess  of  fixed  charges. 

Table    showing  details  of  Freight  and  Passenger  Traffic  on  the 

Cleveland,  Cincinnati,  Chicago  and  St,  Louis  Railway  for 

the  two  years  ending  June  30th,  1891. 


Year. 

Average 

mileage 

directly 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

MiUion 
passengers 

carried 
one  tmle. 

Rate, 
Cents. 

Rfvenue^ 
8 

Million 

tons 
carried 
one  mile. 

Rate, 
Cents. 

Revenue^ 

$ 

1889-90 
1890-91 

1.629 
1,629 

1 
1491 
162  3 

2.29 
2.25 

3,422,872 
3,649,505 

1,199  1 
1.221.5 

.694 
.683 

8,318,865 
8,337,130 

Earnings  and  Expenses. 


Mileage  directly  operated 

E arnings — 

Passenger  traffic. 

Freight  „      

Mail,  express  and  trackage 

Total 

Expenses — 

Maintenance  of  way,  etc 

Maintenance  of  equipment  and  engines 

Transportation  and  general 

Car  and  engine  service 

Total 

Net  earnings 

Percentage  of  earnings  to  expenses.... 


1891. 

1890. 

1,629 

1.629 

S 

$ 

3.649,505 

3,422,872 

8,337,130 

8.318,865 

901,981 

897,408 

12,888,616 

12,639,145 

1,591,126 

1,510,596 

1,533.661 

1.511.173 

5,601,975 

5,176,297 

80.110 

175.351 

8,806.874 

8,373,418 

4.081,742 

4,265,727 

66  85 

64  59 
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Revenue  and  Expenditure, 


Revenue — 

Net  earnings 

Rentals,  interest,  etc 

Total  revenue 
Expenditure — 

Interest  

Eentals 

Dividends* 

Taxes  

Miscellaneous 

Total 

Surplus 


1890-91. 

$ 
4,081.742 
328,761 


4,410,503 

2.123,303 
476.187 

1,318,322 

380.338 

10.792 

4,588,889 

1,788,256 
936,585 

1320.000 

365,764 

J4,940 

4,308,942 
101,561 


1889-90. 

$ 
4265,728 
323.162 


4,425.545 
163,344 


*  5  p.c.  on  preferred  in  both  years,  4  p.c.  on  common  in  1881-90,  and  3  p.c 
in  1890-91. 

Comparative  General  Balance  Sheet 

June  30th,  1890  and  1891. 


ASSETS. 


Construction  and  equipment 

Big  Four  grain  elevator 

General  supplies 

Ginn.  Laf.  &  Chic.  RR.  first  mortgage  bonds 

Cinn.  Laf.  &  Chic.  RR.    second  do. 

C.  H.  &  G.  RR.  first  do. 

Kankakee  &  Seneca  RR.  first  do. 

\.  G.  &  R.  RR.  first  do. 

Cinn.  &  Spring.  Ry.  second  do. 

Peoria  &  East.  Ry.  first  con.  mort.  do 

Clev.  Cinn.  Chic.  &  St.  L.  Ry.  (C.  W.  &  M. 
Ry.  div.)  mortgage  bonds 

Clev.  Cinn.  Chic.  &  St.  L.  Ry.  (Spring.  &  Col. 
div.)  first  mortgage  bonds 

Stock  owned  in  branch  roads,  etc 

Cinn.  Wabash  &  Mich.  Ry.  payments  on  ac- 
count of  purchase 

Central  Trust  Co,  trus.  sink,  fund  under 
first  mort.  St.  L.  div 

Capital  acct.  of  east  freight  lines,  etc 

Special  bond  redemption  fund 

Plum-street  depot  improvement 

Clark's  Hill  elevator 

Sloane  property,  Sandusky 

Peoria  &  East.  Ry.  loan  account 

Advances  to  branch  lines 

Cash  in  hands  of  treasurer 

Cash  in  banks  to  pay  coupons 

Cash  in  banks  to  redeem  bonds,  etc 

Bills  receivable 

Accounts  receivable,  balances  due  from  RR.. 
companies  and  others 

Station  Agents 

U.  S.  Govt,  and  P.  0.  Dept 

Total 


1891. 
S 
75,194,110 
215,758 
562,653 
326,000  2 
840,0002 

275,000' 
.325,0002 
450,0002 
526,000 


2,706,000 

98,690 
886,348 

2,762,265 

256,000 

18.002 

349,056 

2,884 

10,000 

235,981 

3,599,812 

353,736 

430,527 

15,045 

8,760 

689,088 

161.381 

98,745 


91,396,843 


1890. 
$ 
52,402,961 
215,758 
604,481 
320,000 
840,000 
275.000 
325,000 
450,000 
526,000 
173.000 


831.552 

440,000 


11.102 

351,856 

13,092 

2,844 


3,608,878 

414,235 

327,389 

4,571 

4,326 

409,539 

167,790 

95,969 


62.815,343 


{Continued  next  page) 
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(Continued.) 


LIABILITIES. 


Capital  stock,  common 

Capital  stock,  preferred 

Capital  stock,  C.  S.  &  C.  pref.  &  scrip.  .  .  . 

C.  &  I.  RR.  first  mortgage  bonds 

C.  &  I.  RR.  second  mortgage  bonds 

I.  C.  &  L.  RR.  funded  coupon  bonds 

I.  C.  &  L.  RR.  mort.  bonds  of  1867 

C.  I.  St.  L.  &  0.  Ry.  first  consol.  mortgage 
6  p.c.  bonds 

C.  I.  St.  L.  &  Ry.  gen.  first  mortg.  4  p.c.  bonds-  . 

R.  &  I.  RR.  first  mortgage  bonds 

C.  C.  C.  &  I.  Ry.  first  mort.  sink,  fund  bonds  .  . 

C.  C.  C.  &  I.  Ry.  first  con  mort.  bonds 

C.  C.  C.  &  I.  Ry.  gen.  con.  mort.  bonds 

I.  &  St.  L.  RR.  first  mortgage  bonds 

I.  &  St.  L.Ry.  first  mortgage  bonds 

q.  C.  C.  &  St.  L.  Ry.  (C.  V.  &  C.  Ry)  first  mort- 
gage bonds) 

C.  L.  &  C.  RR.  first  mort.  bonds 

C  &S.  "^y.  first  mortgage  bonds 

C.  &  S.  Ry.  second  mortgage  bonds 

C.  C.C  &S.L.Ry.  (St.L.div.)  first  coll.  trust 
mortgage  bonds 

C.  C.  C.  &  St.  L.  Ry  (W.W.  Val.  div.  mortgage 
bonds.  

C.  C.  C.  &  St.  L.  Ry.  (C.  W.  &  M.  Ry.  div.)  mort- 
gage bonds  

0.  S.  &  C.  RR.  first  con.  mort.  bonds 

S.  D.  &  C  RR.  first  mortgage  bonds 

C.  C.  C.  &  St.  L.  (Sp.  &  Col.  div.)  first  mortgage 

bonds 

1.  C.  &  L.  RR.  equip,  bonds  unredeemed.  .  . 

I.  &  C.  RR.  bonds  unredeemed 

B.  &  I.  RR.  bonds  unredeemed 

Bills  payable 

Bills  payable  for  land  purchased,  East  St.Louis 

Bills  payable  for  Cairo  transfer 

Mo.  Car.  &  F.  Co.,  new  box  cars 

Bills  audited  (incl.  June  pay  rolls) 

Accrued  interest  on  bonds,  not  due 

Coupons  unpaid 

Dividend  unpaid 

Balance  to  credit  of  income  account 

Total 


1891. 
S 
27.247.305 
10,000.000 
428,997  5 
294,000 
689,000 
150 
379,000 

753.000 
6,823,000 

173,000 
3,000,000 
4,067,000 
3,205.000 

2,00000 
500.0000 

5,000.000 
794.0006 

2,000,r007 
125,000  7 

10,000,0008 

650,0008 


4,000,0008 

2,483,000^ 

123,000** 


1,099.3308 
500 
1,000 
1,000 

2,177.944 

110,0009 
470.00010 

1,236,522 

383.965 

431.472 

15.378 

735,278 

91,396,843 


1890. 

$ 

20,500,000 
10,000,100 

295,000 

707.000 

22,750 

379,000 

760,000 
6,835000 

191,000 
3.000,000 
4,069000 
3,205,000 
2,000,000 

500000 

5.000,000 


500 

1.000 

1,000 

2343,425 

16  500 

110,000 

410.000 

1,209,666 

288,028 

327,390 

10,367 

633,717 

62815343 


2. — These  bonds  are  deposited  under  the  C.  I.  St.  L.  &  I.  4  per  cent,  mort- 
gage. 3,— See  explanation  in  President's  report.  5.— Assumed  in  purchase 
6  and  7.— Heretofore  these  bonds,  and  the  properties  securing  same,  which 
have  been  acquired  by  this  company,  have  not  appeared  on  the  balance  sheet 
as  assets  or  liabilities ;  the  interest,  however,  on  the  bonds  has  been  included 
in  fixed  charges.  They  are  now  made  to  appear  in  the  construction  account 
as  assets  and  among  the  outstanding  bond  liabilities.  8. — See  statement  of 
transactions  in  President's  report.  8.— Payable  in  February,  1892.  9.— Monthly 
payments  extending  over  a  period  of  3it  years. 

The  last  annual  report  issued  says :  "The  financial  condition 
of  the  company  at  the  close  of  the  fiscal  year  is  satisfactory^ 
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It  owes  $470,000  for  the  purchase  of  cars,  which  is  payable 
in  monthly  instalments  running  through  a  period  of  thi*ee 
and  a  half  years,  $110,000  for  land  purchased  in  Cairo;  for 
bills  payable  incurred  in  the  purchase  of  the  Cincinnati, 
Wabash  and  Michigan  Railway,  and  the  construction  work 
of  the  year,  $2,177,944.44.  The  company  is  also  liable 
for  $800,000  of  the  old  debt  of  the  Cincinnati,  Wabash 
and  Michigan  Railway,  subject  to  which  it  purchased  that 
property,  almost  the  entire  amount  of  the  last  two  items 
being  on  long  time,  due  next  spring  and  summer.  The  com- 
pany has  in  its  treasury  a  sufficient  number  of  its  first 
mortgage  bonds  which  at  their  fair  market  value  will  pay 
this  debt  whenever  the  directors  feel  justified  in  selling  the 
same.  The  amount  due  from  the  company  on  coupons  un- 
paid is  $431,472.49,  for  which  it  has  in  bank  $430,527.25. 
It  also  owes  for  bills  audited,  including  June  pay  rolls  and 
bills,  interest  accrued  but  not  due,  and  dividends  unpaid 
$1,635,865.09;  and  it  has  in  its  treasury  cash  and  current 
assets  sufficient  to  pay  this  sum.  So  that  for  the  coming 
year  the  directors  will  have  to  provide  for  the  payment 
of  the  bills  payable  by  sale  of  the  securities  in  hand,  and 
for  such  construction  work  as  may  be  ordered.  Tliis  latter 
sum,  as  previously  stated,  is  estimated  at  $500,000. 

"The  fixed  charges  of  the  company  for  the  coming  year 
for  interest  and  rentals  will  amount  to  about  $2,500,000. 
The  directors  are  gratified  to  call  the  stockholders'  atten- 
tion to  the  fact  that  owing  to  the  settlement  with  the  St. 
Louis,  Alton  and  Terre  Haute  Co.  and  the  refunding  arrange- 
ments that  have  been  carried  on,  the  fixed  charges  of  the 
company  have  been  decreased,  while  the  earning  capacity  has 
been  increased,  thus  strengthening  the  company's  financial 
position  materially." 


CHAPTER  XXVII. 

THE  NEW  YORK,  PENNSYLVANIA.  AND  OHIO  RE. 

This  railroad  connects  Salamanca,  N.  Y.,  with  Dayton,  0., 
via  Marion,  0.,  and  has  several  branches  running  into  various 
districts  adjacent  to  its  northernmost  portion,  the  most  promi- 
nent of  these  being  the  Cleveland  and  Mahoning  Valley  RE., 
and  the  branch  to  Oil  City,  Pa.  The  lines  are  operated  by 
the  Erie,  to  which  the  entire  property  has  been  leased  for 
many  years.  From  Salamanca  to  Marion  the  main  road  is 
part  and  parcel  of  the  Erie  route  to  Chicago ;  in  Dayton  it  meets 
the  Cincinnati,  Hamilton  and  Dayton  for  Cincinnati,  and  in 
the  latter  town  it  used  to  connect  with  the  Ohio  and  Missis- 
sippi for  St.  Louis;  but  when  this  road  became  part  of  the 
Baltimore  and  Ohio  RR.  an  agreement  with  the  Vandalia  Line 
was  entered  into  according  to  which  this  became  the  St.  Louis 
outlet  of  the  Erie  system.  The  connection  with  Cleveland  over 
the  Cleveland  and  Mahoniug  Valley  is  the  most  important  of 
the  branches.  The  following  is  a  summary  of  the  lines  con- 
stituting the  system: — 

Lines  owned:  Main  line,  Salamanca  to  Dayton 388*0  mile 

Branches:  Oil  City 33.8      „ 

„  Various 15.6      „ 

Total  owned ^.  .    437  4      , 

Lines  leased:  Cleveland  and  Mahoning  Valley 123-9  „ 

Westerman  RR 21  „ 

Sharon  Railway 133  „ 

Newcastle  and  Shenango  Valley  RR 16  7  „ 

Total  leased 159'0      « 

Total  operated 596*5      „ 

These  railways  traverse  a  gently  undulating  country,  but 
as  they  connect  no  terminals  of  importance  it  is  evident  that 
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their  usefulness  depends  almost  exclusively  upon  their  intimate 
connection  with  the  Erie  system,  with  which  they  have  been 
closely  allied  for  nearly  a  quarter  of  a  century. 

The  youth  of  this  company,  Uke  that  of  the  Erie,  has 
been  exceedingly  adventurous;  indeed,  the  policy  of  its  first 
managers  was  fraught  with  frauds  and  follies. 

A  number  of  small  corporations  had  been  chartered  about 
the  year  1850  to  construct  railways  in  the  region  where  the 
boundaries  of  the  States  of  New  York,  Pennsylvania  and 
Ohio  meet,  and  the  lines  of  several  of  these  companies  would 
together  connect  the  Erie  system  with  Cincinnati.  Meantime 
the  Ohio  and  Mississippi  RR.,  running  from  Cincinnati  to 
St.  Louis,  had  been  projected,  and  as  it  occurred  to  some 
that  the  aforesaid  small  lines  might  provide  a  most  important 
Unk  in  through  railway  communication  between  St.  Louis  and 
New  York,  the  various  companies  were  induced  to  complete 
the  connection  and  to  establish  the  through  route.  However, 
before  affairs  had  progressed  so  far,  several  of  them  were 
in  difficulties;  nevertheless,  the  junction  with  Cincinnati 
was  established  in  1852.  Owing  to  the  obstruction  arising 
from  the  laws  of  several  States,  the  amalgamation  of  the 
component  parts  could  not  be  effected  until  1865,  when  the 
Atlantic  and  Great  Western  Railroad  Company  acquired  the 
charters  and  properties  of  the  various  companies  then  owning 
lines  between  Salamanca,  on  the  Erie  RR.,  and  Dayton,  0., 
51  miles  north  of  Cincinnati,  as  well  as  several  branches 
penetrating  into  the  oil  and  coal  districts.  An  agreement 
was  made  with  the  Cincinnati,  Hamilton  and  Dayton  RR. 
which  granted  the  use  of  its  line  from  Dayton  to  Cin- 
cinnati against  payment  of  trackage. 

As  has  been  indicated  above,  financial  embarrassments 
have  been  frequent  ever  since  the  company  was  organised; 
and;  as  in  the  instance  of  the  Erie,  they  arose  mostly  from 
dishonesty.  The  capital  consisted  of  $30,000,000  common 
shares  and  $30,000,000  consolidated  mortgage  bonds, 
$16,000,000  of  the  latter  being  issued  in  1866  to  retire  bonds 
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of  the  former  small  companies,  while  the  remainder  was 
placed  in  London  at  80.  A  j^ear  after  these  bonds  had  been 
offered  to  the  pubhc  the  company  defaulted  in  respect  of 
the  interest  due  upon  them,  and  this  caused  so  much  a  surprise 
that  an  Anglo-Dutch  committee  of  investigation  was  formed, 
delegates  of  which  inspected  the  Une  and  reported  that  it 
was  in  a  terrible  condition.  Several  plans  of  reorganisation 
were  proposed,  but  owing  to  dissent  among  the  bondholders 
none  of  the  various  suggestions  were  carried  out,  and  moreover 
Mr.  James  McHenry,  president  of  the  company  and  afterwards 
its  financial  agent  in  London,  thwarted  the  committee. 
Owning  a  majority  of  stock,  he  remained  in  control,  although 
this  was  of  very  little  use  to  him,  the  receiver.  General  Potter, 
who  was  appointed  in  April,  1867,  supporting  the  London 
committee.  To  alter  this  McHenry  endeavoured  to  get  the 
company  out  of  the  hands  of  a  receiver,  but  lacking  the 
money  required  for  this  purpose  he  had  to  resort  to  the 
infamous  'deal'  with  the  Erie,  which  in  1868  leased  the 
Atlantic  and  Great  Western  at  a  rental  much  in  excess  of 
its  value.  This  lease  was  afterwards  declared  illegal,  and 
proved  disastrous  for  McHenry  because  he  was  ousted  by 
Gould,  then  at  the  head  of  the  Erie,  who  became  receiver 
of  the  company.  McHenry  then  decided  to  join  the  side 
of  the  English  committee,  from  which  the  Dutch  had 
meanwliile  dissented,  and  with  his  support  a  reorganisation 
was  brought  about  in  1869.  But  this  reorganisation  by  no 
means  terminated  the  embarrassments  of  the  company, 
which,  during  the  eleven  years  following,  broke  the  record 
of  defaults  and  reorganisations.  Another  receiver  was 
appointed  in  April  of  the  same  year,  (1869)  and  in  1871 
there  was  again  a  lease  to  the  Erie;  in  1871  a  sale  in  fore- 
closure occurred,  and  1874  brought  a  third  lease  to  the  Erie 
again  closely  followed  by  a  receivership.  In  1880  another 
sale  in  foreclosure  took  place,  leading  to  a  purchase  by 
reorganisation  trustees  who  changed  the  name  of  the  Corporation 
into  New  York,  Pennsylvania  and  Ohio  RR.  Company.  The 
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capitalisation  was  altered  in  such  manner  that  the  small  net 
revenue  would  be  easily  divisible,  while  non-payment  of  interest 
would  not  again  lead  to  the  appointment  of  a  receiver ;  this 
was,  of  course,  effected  by  withholding  foreclosure  rights 
from  bondholders.  $8,000,000  prior  lien  bonds  were  issued, 
bearing  6  per  cent,  interest  and  having  foreclosure  rights, 
and  further  the  old  outstanding  securities  were  converted  into 
first,  second  and  third  mortgage  bonds,  while  common  and 
preferred  stock  was  also  created.  None  of  the  bonds  except 
the  prior  hen  have  foreclosure  rights,  and  all  receive  interest 
only  when  earned;  but  interest  on  the  first  mortgage  bonds 
is  cumulative,  while  that  on  the  second  and  third  mortgage 
bonds  is  not.  Holders  of  first  mortgage  bonds  receive 
'  defeiTed  warrants,'  convertible  into  bonds,  for  that  portion 
of  the  interest  which  is  not  paid  in  cash,  and  of  these 
warrants  $16,764,608  are  now  outstanding;  in  1895  they 
can  be  exchanged  into  bonds  in  multiples  of  $1,000.  The 
shares  are  held  in  trust,  and  until  full  interest  is  paid  on 
the  third,  mortgage  bonds  their  voting  power  is  concentrated 
in  the  hands  of  five  voting  trustees,  three  of  whom  are 
chosen  by  the  first  mortgage  holders.  As  until  now  it  has 
been  impossible  even  to  pay  anything  like  full  cash  interest 
on  the  first  mortgage  bonds,  it  is  plain  that  these  voting 
trustees  will  remain  in  control  for  many  years  to  come; 
indeed,  there  is  next  to  no  chance  of  then*  ev^er  being 
abolished.  Before  that  can  happen  the  company  must  have 
a  net  available  income  some  $6,000,000  in  excess  of  its 
present  revenue. 

The  funded  debt  and  share  capital  is  as  follows : — 

Interest.      Redeemable. 

$8,000,000  Prior  lien  gold  bonds 6  p.c.  1895 

44,447,000  First  mortgage  gold  bonds 7  p  c.  1905 

14,500,000  Second       „  „  „ 5  p.c.  1910 

30.000,000  Third         „  ,  „ 5  p.c.  1915 

13,764,608  Deferred  warrants,  convertible  into  first  mortgage  bonds. 
34,999.350  Common  stock. 
10,000,000  Preferred     „ 
$155,710,958 
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In  addition  to  this  huge  amount  of  stock,  about  $2,000,000 
equipment  trust  bonds  are  issued,  which  are  gradually  redeemed 
by  a  sinking  fund  into  which  the  company  annually  pays  5  p.c. 

The  relations  between  this  company  and  the  lessee  have 
never  been  as  cordial  as  is  usual  in  similar  cases,  and  this 
has  been  so  mainly  because  the  requirements  of  the  one 
were  frequently  irreconcilable  with  those  of  the  other.  For- 
merly the  New  York,  Pennsylvania  and  Ohio  was  leased 
on  terms  directly  detrimental  to  the  Erie,  and  later  leases 
have  in  this  respect  differed  little  from  the  contract  entered 
into  by  Mr.  McHenry,  although  several  alterations  have 
been  effected.  The  first  of  these  consisted  of  an  amendment 
agreed  upon  in  1887  which  changed  the  rental  in  such 
manner  that  instead  of  the  lessee  being  obliged  to  pay  32 
per  cent,  of  the  gross  earnings  up  to  $6,000,000  and  50 
per  cent,  of  all  excess  over  that  amount  up  to  $7,200,000, 
and  when  over  $7,200,000  the  percentage  of  rental  to  be 
35*  per  cent.,  the  lessee  was  called  upon  to  pay  32  per 
cent,  of  the  gross  earnings  up  to  $6,000,000  and  for  each 
$100,000  or  fraction  thereof  over  that  amount,  an  cwWi^ionaZ 
one-tenth  per  cent,  of  the  whole  gross  earnings,  until  they 
reach  $7,250,000;  when  that  amount  is  exceeded  the  rental 
will  be  33V3  per  cent.  This  alteration  took  effect  on  the 
1st  of  April,  1887,  but  proved  unsatisfactory  because  the 
more  traffic  the  Erie  gave  to  the  N.  Y.,  Pa.,  and  0.  the 
higher  rental  it  had  to  pay,  and  in  consequence  there  existed 
an  inducement  for  the  Erie  to  keep  the  earnings  of  the  other 
company  as  closely  to  $6,000,000  as  was  compatible  with 
its  own  interest.  It  was  evident  that  the  Erie  should 
be  encouraged  to  swell  the  business  of  the  leased  road,  and 
in  consequence  another  modification  was  made  in  1890 
stipulating  that  the  rental  should  decrease  pro  rata — 
instead  of  increasing— after  $6,000,000  had  been  earned. 
The  rate  of  reduction  is  one-tenth  per  cent,  for  an  in- 
crease of  each  $100,000  in  gross  earnings  above  $6,000,000 
annually  until  the  rental  is  reduced  to  28  per  cent,  of  gross 
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earnings.  The  New  York,  Pennsylvania,  and  Ohio  traffic 
earnings  for  the  year  ending  30th  September,  1891,  were  in 
round  %ures  $7,100,000.  The  nominal  difference  in  the 
rental  of  the  New  York,  Pennsylvania,  and  Ohio  at  those 
earnings  between  the  old  and  the  new  terms  amounts  to 
$78,100,  but  there  can  be  Uttle  doubt  that  this  loss  is 
abundantly  made  up  for  indirectly  because  the  Erie  gives 
more  freight.  Another  modification  of  the  lease  is  the 
agreement  by  the  New  York,  Pennsylvania,  and  Ohio  to 
fui^nish  the  Erie  with  two  locomotives  and  500  coal  cars, 
and  farther  to  supply  500  additional  coal  cars  should  the 
annual  earnings  reach  $6,500,000 ;  200  more  when  earnings 
reach  $7,000,000,  and  ^500  more  for  each  additional  $500,000 
of  earnings  annually. 

During  the  year  ending  September,  1891,  the  New  York 
Pennsylvania  and  Ohio  Railroad  Company  had  under  the 
existing  arrangements  a  net  revenue  from  traffic  amounting 
to  $2,198,616,  this  sum  being  the  share  paid  to  it  by  Ihe 
Erie,  and  30*9  per  cent,  of  its  gross  traffic  revenue.  ^ 
There  can  be  no  doubt  that  this  proportion  is  more  favourable 
than  it  would  be  if  the  company  operated  its  own  hues; 
the  deficient  condition  of  roads  and  equipment  render  it 
doubtful  whether  the  property  could  be  operated  at  77  or 
78  per  cent,  of  its  gross  revenue.  This  implies  that  the 
lease  in  its  present  form  is  favourable  to  the  lessor,  a 
fact  further  affirmed  by  comparisons  with  the  performance  of 
other  roads  in  the  same  section.  The  Buffalo,  Rochester  and 
Pittsburg  RR.  for  example,  which  in  many  respects  can  be 
compared  with  the  New  York,  Pennsylvania  and  Ohio  RR., 
earns  less  per  mile  than  this  company,  and  although  it  is  in 
superior  condition,  only  25  p.c.  of  its  earnings  are  net  profit. 
It  may  therefore  be  said  that  both  the  connection  with 
the  Erie  in  itself  and  the  stipulations  under  which  it  takes 
place  are  favourable  to  the  N.  Y.,  Pa.,  &  0.,  and  it  is  cer- 
tain  that   if  the   company   operated   its   lines   on  its  own 

1  This  revenue  amounted  to  $7,115,264.67. 


CHAP.  XXVII.  THE  NEW  YORK,  PENNA.  AND  OHIO  RR.  417 

account  its  revenue  would  remain  considerably  below  the 
present  level.  But  although  the  company  now  conducts  its 
business  under  conditions  which  may  be  termed  the  most 
favourable  possible  under  the  circumstances,  it  is  by  no  means 
prosperous.  The  subjoined  copy  of  the  income  account, 
reprinted  from  the  report  for  1891  which  was  submitted  to 
the  share  and  bondholders  in  April,  1892,  shows  a  total 
available  revenue  of  $2,233,109,  of  which  $951,266  are  ab- 
sorbed by  rentals,  taxes,  etc;  of  the  remaining  $1,281,843 
$480,000  are  required  for  the  interest  of  the  prior  lien  bonds 
and  $162,942  for  various  special  funds,  so  that  net  earnings 
above  fixed  charges  in  that  year  amounted  to  $683,901 ; 
to  this  sum  a  surplus  of  $123,697  and  $38,575  from  a 
special  fund  could  be  added,  and  thus  $801,113  remained 
for  interest  on  bonds.  We  need  only  remember  that  pay- 
ment in  cash  of  interest  on  the  first  mortgage  bonds  alone 
requires  upwards  of  $3,000,000  to  see  at  once  what  state 
the  company  is  in.  And  1891  was  not  at  all  a  bad  year, 
as  can  be  seen  from  the  table  immediately  following  the 
income  account;  I  believe  it  may  fairly  be  said  that  the 
road's  performance  during  the  twelvemonth  ending  with 
September,  1891,  was  an  average.  Those  interested  in  the 
property  can  infer  from  this  what  prospects  are  before  them. 
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Income  Account  for  Twelve  Months  ending  30tk  Sept.,  i891. 


JIEVESUE. 

Income    from    rental   nniler   the   leaie   to    tbe 

N.  Y.  L.  E.  and  W.  ER-Co.,   foe  twelve  months  ! 

ending  30tli  Ssptember,  18BI:—  I 


dd 

K.  5 

.  L.  E. 

Bina?  on 

%w.  aa. 

uaterlol 
Co.,   at 

foe  na 
i  mills 

e  of  the 
pur  ton 

Gross 

e    from 
5.2M67 

amlngs  to 
rental    U 

30 

V.o 

per 

«nt 

of 

I    Income  from  othsr  aonrcea  : 

I       Ilividends  on  Sharon  Eailway  stock 

I       Interest  on  Ghlcago  Sc  Erie  Railroad  bonds,   . 

Rent  of  eqolpment  on  Ore  DoEks,  Cleveland. 
'  Interest  from  N.  Y.  P.  4  0.  SK.  Co.  eqalpment 
I  trust,  18B0. 

Interest  and  eichange 


Total  ii 


fl  from  all  s< 


EXPEND I TCRE. 
Hire   of  cars  nnder  [;Br  trust— J.  L.  WbIbIl  Ei- 

plres  Ist  Jnly,   18B3  

Hire  of  20  locomotives,  etc 

Hire  of  Tetrigeralor  cars 

New  Torlt,  Pennsylvania  *  Ohio  BR.  Co.  eqnip- 


it  o(  1. 


;   York,  Penasyivania  SOhlo  RR.  Co-  eqnip- 

ent  trust  of  1890   

t  of  Cleveland  andMahoninE  Valley  Railway 


Rent  of  Sharon  Railway 

Bent  of  Weaterman  Railroad 

Rent  of  Newcastle  &  Shenango  Valley  Eaiiroad  . 

Bent  of  water  rights 

Rent  of  docks,  lots,  etc 

General  eipenaes •  ■ 

London  agency  cipensas  

Current  expenses  of  company. 


)   1st  May,  1883.  . 
e  tor  twelve  months 


7,074«42.46i 
*).422.21| 


1,888.50 
1,160  00 
22,305.12 

4781.31 
4S5S.17 

34,483,10 

82,333.109.88 

2127003 
1Z2255S 
19,165.36 

B7336.3I 

102.ISB.lfl 

614,180.00 
32,548.76 
4,20ft00 
15,921.09 
4250 
36,735.09 
4,669.35 
4,213.84 
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Interest  on  prior  lien  bonds,  due  and  accrued.. 

Special  fund   applicable  additions  to  for  the  year 
1890  on  the  company's  lines— Sharon  Railway 
excepted 

Special    fund  to   meet   payments   for    Sharon 
railway  stock  for  year  1890. 

Special  fund    applicable     to    additions   for  the 
year    1891,   on    the  company's  lines— Sharon 
Railway  excented 

S 
480,000.00 

39,148.17 
5,347,57 

82,029.52 

3,656.43 
19,021.03 

10,03205 
3,707.85 

$ 
642,942.62 

Special  fund  to  meet  payments  for  Sharon  Rail- 
way stock  for  year  1891 

Special  fund  for  special  additions  in  1891.  .  .  . 
Special  fund  to  meet  payments  on  account  of 

capital 

Special  fund  for  contingent  liabilities 

Net  earnings  for  the  year,  as  specified  in  Arti- 
cle XL  of  the  First  Mortgage  Deed 

Add  amount  taken  from  special  fund  for  con- 
tinsrent  liabilities 

302,828.40 
387.807.58 

638,901.25 

38,515.32 
123,697.20 

Add  surplus  fund.  30th  September,  1890 

on  first  mortsace  bonds 

801.1ia77 
690,63598 

From  which  was  declared— 

Dividend  on  account  of  Coupon  No.  22  of  first 

mortgage  bonds,  due  1st  July,  1891 

Dividend  on  account  of  Coupon  No.  23  of  first 
mortgage  bonds,  due  1st  January,  1892 

Surplus  carried  to  next  year 

110,477.79 

Traffic  and  Earnings  of  the  New  York,  Pennsylvania  and  Ohio 
Railroad  for  three  years  ending  1891. 


Tear, 

Average 

mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

Rate 

per  mile^ 

cents. 

Revenue^ 

$ 

Million 

ions 

carried 

one  mile. 

Rate 
per  ion' 
mile, 
cents. 

Revenue, 

$ 

1889 
1890 
1891 

596 
596 
596 

75  9 

76  9 
86-8 

1  85 
1.91 
1.84 

1,407,325 
1,469,387 
1,601,805 

8097 
962  7 
893-5 

.578 
.582 
.574 

4,676.911 
5,471,781 
5,127,767 

The   strained   relations   of  the  company   with  the  lessee 
are   chiefly   caused   by   the   former's   inability   to  bring  its 
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road  and  equipment  up  to  the  requirements  of  the  time. 
Taking  into  account  the  financial  condition  of  the  New 
York,  Pennsylvania  and  Ohio,  one  cannot  attribute  its  failure 
to  effect  such  improvements  to  unwiUingness,  and  the  small 
annual  appropriation  for  improvements  serves  little  or  no 
purpose.  The  following  extracts  from  the  last  reports  of  the 
companies  show  the  pros,  and  cons,  of  this  dispute. 
The  Erie  report  says  : — 

"  Nothing  has  yet  been  done  by  the  New  York,  Pennsylvania  and  Ohio  Com- 
pany in  the  direction  of  the  suggestions  made  in  the  last  annual  report,  as 
follows :  '  One  of  the  great  difficulties  to  be  overcome  in  the  successful  operation 
of  this  property  is  its  lack  of  facilities.  Being  a  single-track  road,  with  inade- 
quate sidings,  heavy  grades,  and  insufficient  equipment,  it  has  to  compete  with 
similar  connections  of  the  other  trunk  lines,  notably  the  Lake  Shore  and  Fort 
Wayne  roads,  upon  which  large  sums  have  been  expended  in  improvements  in 
the  last  few  years.  It  is  hoped  that  the  N.  Y.,  P.  &  0.  management  will  ap- 
preciate the  changed  conditions  of  railroad  traffic  and  provide  the  necessary 
capital  to  bring  their  line  up  to  the  standard  of  like  connections  of  other  trunk 
lines,  as  the  lease  provides  they  should  do.  Unless  this  can  be  accomplished  it 
will  be  almost  impossible  for  your  company,  owing  to  the  great  increase  in  its 
own  business,  to  forward  over  the  N.  Y.,  P.  &  0.  line  the  percentages  of  traffic 
specified  in  the  lease.  These  percentages  were  fixed  at  a  time  when  the  con- 
dition of  business  was  very  different;  and  it  is  plain  that  now  they  should 
either  be  altered  or  the  facilities  of  the  N.  Y.,  P.  &  0.  road  should  be  increased 
to  an  extent  that  will  enable  it  to  meet  the  requirements  of  the  changed  situation." 
The  attention  of  the  officers  of  the  New  York,  Pennsylvania  and  Ohio  company  has 
again  been  called  to  this  important  subject,  and  at  the  date  of  this  report  it  is 
under  negotiation.  It  is  absolutely  requisite  that  the  heavy  grades  on  that  road 
be  reduced.  The  traffic  of  your  company  has  constantly  grown  in  much  greater 
proportions  than  that  of  the  New  York,  Pennsylvania  and  Ohio  Company.  The 
business  of  the  Chicago  At  Erie  is  also  increasing,  and  the  New  York,  Pennsyl- 
vania and  Ohio  road,  situated  as  it  is  between  the  two  roads,  is  frequently 
unable  to  take  forward  the  business  as  promptly  as  received.  Constant  improve- 
ments are  also  being  made  by  the  Erie  and  the  Chicago  &  Erie  Companies. 

"  Out  of  a  total  distance  of  374  miles  of  the  main  line  of  N.  Y.,  P.  &  0.,  78 
are  of  adverse  grades,  some  as  high  as  66  feet  to  the  mile  eastward  and  as 
high  as  75  feet  to  the  mile  westward,  being  much  higher  than  the  grades  on 
the  Erie  road  proper.  The  maximum  grade  of  the  Chicago  &  Erie  in  both 
directions  never  exceeds  26  feet  per  mile,  and  96  per  cent,  of  its  entire  length 
is  absolutely  straight.  Before  the  close  of  the  next  fiscal  year  it  is  expected 
that  the  Chicago  &  Erie  will  be  in  perfect  condition,  and  unless  the  high  grades 
on  the  New  York,  Pennsylvania  and  Ohio  road  are  reduced  and  a  large  addition 
of  double  track  and  passing  sidings  are  laid,  that  road  will  be  at  a  marked 
disadvantage  as  compared  with  the  Chicago  &  Erie,  and  will  be  an  inefficient 
link  in  the  great  system  between  Naw  York  and  Chicago." 

To   this   the   report  of  the  New  York,  Pensylvania  and 
Ohio  RR.  repUes: — 

"Since  the  amendment  of  the  lease  in  1890  th»,re  has  been  far  less  friction 
between  the  lessor   and  lessee  companies  than  formerly.    During  the  past  year 
the  arbitration  between   our   company  and  the  lessee  company,  with  regard  to 
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the  stock  of  the  Sharon  Railway  isgueu  to  us  as  an  equivalent  for  the  better- 
ments placed  on  that  road  through  the  medium  of  our  betterment  fund,  and 
the  ownership  of  which  was  claimed  by  the  lessee  company,  has  been  heard 
and  decided  in  our  favour.  There  is  but  one  arbitration  now  pending,  viz.,  a 
claim  by  us  for  pay  for  our  engines  used  by  the  Chicago  and  Erie  Company 
while  reconstructing  its  road;  and  our  president  reports  that  "there  are  now 
but  comparatively  few  differences  between  us  and  the  lessee,  and  these  are 
generally  adjusted  by  mutual  conference." 

There  is  one  point  of  difference,  however,  between  the  lessor  and  lessee 
companies  which  keeps  from  time  to  time  cropping  up,  and  on  which  the  Erie 
management  have,  it  is  thought,  somewhat  unduly  animadverted  in  two  succes- 
sive annual  reports,  viz.,  the  fact  that  there  exist  heavy  adverse  grades  (some 
as  much  as  75  feet  to  the  mile)  on  the  main  line  of  the  New  York,  Pennsylvania 
and  Ohio  road,  and  that  these,  coupled  with  the  fact  that  the  New  York,  Penn- 
sylvania and  Ohio  is  a  single-track  road,  render  it  impossible  for  the  Erie  com- 
pany to  carry  the  heavy  through  trajBBc  over  that  road  as  economically  or  as 
advantageously  as  such  traflSc  can  be  carried  over  the  Lake  Shore  or  the  Chicago 
and  Erie  roads  with  their  very  light  grades. 

It  is  true  that  not  only  are  the  working  expenses  considerably  increased  by 
such  grades,  since  an  engine  can  haul  over  them  but  little  more  than  half  the 
number  of  loaded  cars  the  same  engine  could  haul  over  the  other  two  roaCs 
specified,  but  also  considerable  delay  is  caused  by  the  necessity  of  breaking  up 
and  remaking  the  trains  in  transit;  and  as  shippers  now  require  the  higher 
classes  of  freight  to  be  carried  forward  at  a  much  greater  speed  than  formerly, 
there  can  be  no  doubt  that  the  Erie  Company  is  to  some  considerable  extent 
placed  at  a  disadvantage  in  competing  for  the  higher  and  more  lucrative  classes 
of  through  business  owing  to  these  grades,  and  that  it  would  be  a  material 
benefit  to  that  company,  and  to  a  considerable  extent  to  this  company  also,  if 
these  grades  were  cut  down  and  certain  portions  of  the  main  track  of  the  New 
York,  Pennsylvania  and  Ohio  double-tracked.  Moreover,  the  increased  net  revenue 
arising  out  of  the  increase  of  business  and  the  curtailment  of  expenses  caused 
by  such  improvements  would  in  all  probability  in  a  few  years'  time  more  than 
pay  the  interest  on  their  cost. 

When  the  lease  of  the  New  York,  Pennsylvania  and  Ohio  road  was  drawn,  it 
was  specified  that  $100,000  of  the  net  revenue  of  this  company  should  be  annually 
devoted  to  the  improvement  of  that  road,  which  has  been  regularly  done;  but  it 
was  even  then  recognised  that  such  an  amount  would  not  suflSce  to  effect  such 
larger  improvements  of  the  line  as  might  in  the  future  be  found  necessary,  and 
to  meet  this  a  special  clause  was  inserted  in  the  lease  (Clause  14)  by  which 
power  was  given  to  the  lessee  company  to  make  such  improvements  at  its 
own  expense,  to  charge  the  interest  on  their  cost  at  an  agreed  rate  to  the  N.  Y., 
P.  &  0.,  and  to  constitute  the  cost  of  such  improvements  a  lien  on  the  road. 
The  New  York,  Pennsylvania  and  Ohio  Company  having  no  funds  whatever  available 
to  effect  improvements  on  capital  account,  except  the  said  sum  of  $100,000  from  its 
annual  revenue,  it  is  clear  that  if  such  improvements  are  to  be  effected  at  all, 
prior  to  18S5,  they  must  be  effected  under  this  clause  in  the  Erie  lease;  and  in 
answer  to  the  reiterated  complaints  of  the  lessees,  it  has  been  pointed  out  to 
them  again  and  again  that  the  remedy  was  in  their  own  hands,  under  Clause  14 
of  the  lease.  They,  however,  for  some  reason  have  never  been  willing  to  advance 
the  funds  necessary  to  remove  the  diflftculties  of  which  they  have  so  persistently 
complained. 

The  Erie  itself  greatly  needs  a  double  track  from  Hornellsville  to  Carrollton, 
a  distance  of  76  miles,  and  our  own  road  would  be  much  improved  by  a  double 
track  in  several  of  its  sections  and  a  reduction  of  grade  in  various  places 
to  enable  the  traflftc  between  New  York  and  the  West  to  be  carried  over  the 
joint  roads  to   the  best  advantage,  both  as  regards  economy,  speed,  and  safety;  it 
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can.  however,  serve  no  asetnl  purpose  to  be  constantly  rarerrin:;  to  these  matters 
in  a  spirit  o[  complaint  so  long  as  the  Kew  Yorh,  Pennsylvania  and  Ohio  Com- 
pany Is  unwilling  to  provide  the  necessary  (unds  to  carry  out  tbeae  imprOTements. 
Uoreover,  the  Tntsteea  would  call  attention  to  the  fact  that  the  adverse  eradts 
complained  of  are  no  new  matter,  and  that  the  Eric  Company  were  well  aware 
of  all  the  disadvantageous  circumstances  connected  with  the  location  of  the 
New  York,  Pennsylvania  and  Ohio  road  at  the  time  the  lease  was  made  and 
amended,  also  that  they  were  duly  taken  into  conslderatlctt  In  determining  the 
percentage  of  the  gross  revenue  that  should  be  paid  as  rental  by  the  Erie 
Company.  In  other  words,  hal  these  disadvantages  not  existed,  the  Erie  Com- 
pany would  have  had  to  pay  a  higher  rental  for  the  property." 


The  aubjoi; 


it  paid  in  cash  and  warrants,  »nd  the 


1.278,^1 
].SfiO,67S 
998.975 


CHAPTER  XXVin. 

THE   OHIO   AND    MISSISSIPPI   ER. 

The  Ohio  and  Mississippi  RaUroad  is  one  of  the  oldest 
in  the  Central  States,  the  original  line  having  been  projected 
before  1850,  although  the  present  corporation  only  dates 
from  the  reorganisation  of  1867.  The  system  has  a  length 
of  036  miles  and  practically  consists  of  two  parts,  the  main 
line  from  Cincinnati  to  East  St.  Louis,  and  the  line  from 
Beardstown,  111.,  on  the  Illinois  river,  to  Shawneetown,  Dl., 
on  the  Ohio  river ;  to  these  a  few  branches  have  been  added, 
that  from  North  Yernon  to  JefifersonviUe,  opposite  Louisville, 
being  the  most  important. 

The  following  is  a  summary  of  the  lines  operated  by  the 
company  and  now  controlled  by  the  Baltimore  and  Ohio: — 

Main  line,  Cincinnati  to  East  St.  Louis 339  miles. 

Louisville   branch,   North  Vernon  to  Jeffersonville  .  53      ., 

SpringfieldDiv.,Beardstown,in.,toShawneetown,Ky.,  .  229      „ 
Bedford  branch,     8  miles,   N.  Albany   &   Eastern 

7  miles .  15      ,, 


Total.     ...    635 


The  Ohio  and  Mississippi  is  principally  a  connection  between 
Cincinnati  and  St.  Louis,  and  as  such  it  enjoys  unusual 
advantages,  being  not  only  the  shortest,  but  also  the  only 
direct  route  between  the  two  towns,  although  the  Vanderbilt 
and  Pennsylvania  lines  to  the  North  and  the  LouisAille  and 
Nashville   to   the   South   form    communications  between  its 
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two  terminals.  As  yet  the  connections  between  St.  Louis 
and  the  coast  are  limited  in  number,  the  Pennsylvania  and 
Yanderbilt  lines  and  the  Louisville  and  Nashville — Norfolk 
and  Western  combination  being,  until  the  lease  of  the  0.  &  M. 
to  the  B.  and  0 ,  the  only  through  routes  between  the 
Southwestern  capital  and  the  seaboard.  But  the  Southwest 
is  a  region  of  the  gi^eatest  promise,  a  region  for  which  many 
predict  a  future  as  brilliant  as  that  of  the  Northwest;  and, 
as  was  the  case  with  Wisconsin  and  Minnesota,  there  is  in 
the  instance  of  Missouri,  Kansas,  etc.,  a  general  desire  among 
the  trunk  lines  to  reach  the  commercial  outlet  of  the  region 
before  the  country  itself  is  fully  developed,  in  order  to 
secure  a  share  of  the  future  traffic.  Both  the  Pennsylvania 
and  Yanderbilt  interests  were  thus  prompted  to  extend  their 
systems  as  far  as  St.  Louis,  and  there  being  several  roads 
anxious  to  follow  the  example  set  by  these  two  trunk  lines, 
the  Ohio  and  Mississippi  has  always  been  a  much  desired 
connection.  The  company  is  a  poor  one  both  in  respect  of 
its  finances  and  the  condition  of  its  property ;  nevertheless  there 
always  were  a  number  of  candidates  eager  to  possess  control. 
Formerly  the  Erie  had  very  close  relations  with  the  road, 
and  next  the  Baltimore  and  Ohio  was  lessee  of  the  entire 
system,  a  fact  which  had  no  pronounced  effect  either  one 
way  or  the  other  upon  its  affairs.  The  western  managers 
at  the  time  were  opposed  to  this  lease,  it  is  alleged  because 
they  thought  their  company  was  "  farmed  ''  by  the  lessee,  and 
these  gentlemen  eventually  succeeded  in  wresting  the  property 
from  the  control  of  the  Garrett  road.  This  move  again  had 
little  effect  upoil  the  company's  affairs,  and  the  shareholders, 
especially  the  foreign  contingent,  who  seem  to  have  expected 
very  marked  results  from  independent  operation  of  the  road, 
soon  showed  their  dissatisfaction,  and  indicated  that  they 
were  willing  to  consider  proposals  relating  to  new  alliances. 
The  'Big  Four'  was  repeatedly  said  to  be  flirting  with  the 
0.  and  M.,  and  the  Chesapeake  and  Ohio,  a  road  in  which 
the   Yanderbilt    group    is    deeply    interested,    was   openly 
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acknowledged  to  be  striving  after  an  alliance  which  would  un- 
doubtedly have  strengthened  its  somewhat  weak  position.  During 
the  summer  of  1891  President  Ingalls  of  the  Chesapeake  road 
went  to  London,  avowedly  to  confer  with  the  English  share- 
holders of  the  0.  &M.,  and  negotiations  seem  to  have  progressed 
favourably;  at  least  this  must  be  inferred  from  the  fact  that 
Mr.  Ingalls  issued  an  order  instructing  the  freight  department  of 
his  road  to  throw  as  much  traffic  as  possible  on  the  other  line 
and  to  use  its  cars  as  its  own.  But  somehow  a  hitch  in 
these  arrangements  occurred,  and  instead  of  an  alliance  with 
the  C.  and  0.  being  effected  it  was  reported  that  President 
Mayer,  of  the  Baltimore  and  Ohio,  who  was  also  in  London, 
was  carrying  on  negotiations  for  the  control  of  the  road, 
which  was  soon  after  announced  to  have  been  recaptured 
by  its  former  lessee,  there  having  in  the  meantime  been 
vague  rumours  to  the  effect  that  the  Norfolk  and  Western 
had  endeavoured  to  secure  control.  After  the  arrangements 
with  the  Baltimore  and  Ohio  were  made  public,  the  board  of 
the  C.  &  0.  refused  to  recognise  the  vote  cast  by  Messrs.  Brown 
Shipley  &  Co.  on  behalf  of  the  EngUsh  shareholders  in  accor- 
dance with  the  agreement  between  them  and  President  Mayer, 
and  litigation  followed,  with  the  result  that  the  validity  of 
this  vote  was  upheld  by  two  courts,  while  a  possible  appeal 
remains  to  be  decided.  It  requires  little  far-sightedness  to 
see  that  the  opposition  is  supported  by  the  Chesapeake  and 
Ohio,  a  road  anxious  to  improve  its  status  as  a  carrier  of 
Western  freights  and  to  obtain  a  direct  St.  Louis  connection  ; 
but  the  litigation  can  hardly  be  expected  to  lead  to  a  rever- 
sion of  former  judgments.  The  management  of  the  Ohio 
and  Mississippi  must  therefore  be  assumed  to  be  firmly  and 
permanently  vested  in  the  'control  company'  created  under 
the  auspices  of  the  Baltimore  and  Ohio,  details  of  which 
are  given  below. 

The  Ohio  and  Mississippi  Railway  was  opened  for  traffic 
in  1867,  and  in  1876,  owing  to  default  on  interest,  it  was 
placed   in   the  hands  of  a  receiver,  where  it  remained  until 
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April,  1884,  a  reorganisation  scheme  having  been  adopted 
in  October,  1882.  Anterior  to  this  scheme  the  capitaUsation 
consisted  of: — 

1882. 

S)iare  capital; —  $ 

Common  shares 20,0O0.COO 

Preferred    „ 4,030.100 

Funded  debt:—  $ 

7  per  cent,  first  mortgage  bonds,  due  January  1, 1898 6,716,000 

7  per  cent,  second  mortgage  bonds,  due  April  1,   1911 3,833  OSO 

7  per  cent,  income  and  funded  debt  bonds,  due  October  1,  1882 174,000 

7  pei*  cent,  sinking  fund  bonds;  due  May  1,  1883 140,000 

7  per  cent,  first  mortgage  (Springfield  Div.)  bonds,  due  April  1,  1905  .    2,009,000 

In  addition  to  above,  the  following  debts  were  due  October  1,  1883: 

Old  Western  division  bonds,  past  due 97,000 

Debts  secured  by  pledge  of  Springfield  division  bonds 250,000 

Other  debts,  about 100,000 

Arrears  of  interest  on  first,  second  and  Springfield  division  bonds,  at  face  822,955 
Arrears  of  sinking  funds,  exclusive  of  interest  on  first  mortgage  bonds 

in  first  mortgage  sinking  fund 496,845 

The  reorganisation  provided  for  the  creation  of  a  series 
of  5  per  cent.  50-year  bonds,  secured  by  mortgage  on  the 
road,  equipment,  and  personal  property  of  the  company,  to 
the  amount  of  $16,000,000,  of  which  $12,784,000  was  to 
be  exchanged  for  old  bonds  as  they  matured,  and  in  the 
following  manner :  Income  and  funded  debt  bonds,  due  Oc- 
tober 1st,  1882,  $174,000;  first  consoUdated  mortgage  bonds, 
due  January  1st,  1898,  $6,772,000;  second  consoUdated  mort- 
gage bonds,  due  April  1st,  1911,  $3,829,000;  Springfield 
division  bonds,  due  November  1st,  1905,  $2,009,000.  The 
remainder  ($3,216,000)  was  to  be  used  for  the  following 
purposes:  1. — To  pay  overdue  coupons  on  first  mortgage, 
$48,820;  on  second  mortgage,  $536,060;  on  Springfield  divi- 
sion, $351,575.  2.— To  pay  contributions  to  first  mortgage 
sinking  fund,  $177,000;  second  ditto,  $165,845.  3.— To  pay 
second  mortgage  Western  division  bonds,  $97,000;  debenture 
bonds,  $140,000;  special  loans  (for  which  Springfield  divi- 
sion bonds  have  been  hypothecated)  $250,000;  remainder 
of  floating  debt,  $150,000;  contingent  liabiUties,  $300,000; 
additional  equipment  and  terminal  faciUties,  $999,695.    The 
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$3,216,000  issue  was  to  be  further  secured  by  a  pledge  of 
$991,000  Springfield  division  bonds,  to  be  cancelled  on  the 
retirement  of  the  first  mortgage  bonds  of  the  company.  The 
$12,784,000  were  to  be  held  for  the  sole  purpose  of  retuing 
the  old  bonds  as  they  mature.  The  majority  of  bonds  not 
being  due  yet  the  scheme  is  still  pending  completion.  The 
funded  debt  now  amounts  to  $594,719,  and  was  reduced  last 
year  from  a  Uttle  over  a  million. 

Funded  and  Unfunded  Debt,  and  Liter  est  on  Funded  Debt,  for 
the  year  eliding  June  30th,  1891, 


FTTNDED  DEBT. 

First  mortgage  consoU- 
dated  and  sinking  fund 
bonds  (1898) 

sterling  consolidated 
and  sinking  fund 
bonds  (1898) 

Second  mortgage  conso- 
lidated and  sinking 
fund  bonds  (1911).  .  .  . 

First  mortgage  Spring- 
field division  bonds 
(1905) 

♦First  general  mortgage 
5  p.  c.  coupon  bonds 
(1932)  

fFirst  mortgage  Cin.  and 
Bedford  Ry.  5  p.  c. 
gold  bonds  (1919)  .... 

Equipment  trust  certifi- 
cates (1888-97)  

§Equipment  trust  cer- 
tificates, series  "B" 
(1891—1900) 

Equipment     trust    cer- 
tificates,    series 
1892-1901 


u  n  " 


Totals. 


Principal. 


Rate, 


6.501.000.00 

112,000.00 

3,334,000.00 


100.000.00 


$16,522,000.00 


Interest 
matures. 


Int.  accrued. 

July  1,   '90,   to 

June  80,  '91. 


p.c. 

7 

6 


2,009,000.00,       7 


3,886.000.00       5 


135,000.00 


354.000.00^       6 


91,000.00       6 


6 


Jan.  and  July. 


Jan.  and  July. 


April  and  Oct. 


May  and  Nov. 


May  and  Nov. 
April  and  Oct. 

Jan.  and  July. 

Jan.  and  July. 


455,070.00 

6,720.00 

232,890.01 

140.630.00 


June  and  Dec.        193.016.66 


7,875.00 
21.990.00 

5,700.00 

3,C00.00 


$1,066,891.67 


♦Entire  amount  authorised  (see  above)    $16,000,000,  of  which   $12,114,000  is 
reserved  for  the  purpose  of  taking  up  prior  mortgage  indebtedness. 

f  Interest  shown  is  for  fourteen  months,  from  May  1,  1890.  ^,  ^  .  ^ 

§  Includes  one  certificate  ($1,000)  called  for  redemption  and  on  which  interes 
ceased  January  1,  1891. 

The  common  and  preferred  siock  and  the  Isl  gen.  3  pc.  bonds  are  quoted  in  London. 
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The  share  capital,  consisting  of  $20,062,629  common  and 
$4,030,000  preferred  shares,  has  now  been  acquired  by  the 
control  company  referred  to  above.  The  capital  of  this  com- 
pany is  as  follows:  Five  per  cent,  first  income  mortgage 
bonds,  $5,800,000;  five  per  cent,  second  income  mortgage 
bonds,  $6,000,000;  five  per  cent,  non-cumulative  preferred 
stock  $16,000,000;  common  stock,  $8,000,000.  Preferred  share- 
holders receive  $1,340  in  first  income  bonds  and  six  per  cent, 
in  cash  for  every  $1,000  of  existing  seven  per  cent,  share 
capital;  every  $1,000  of  ordinary  share  capital  receive  $300 
in  second  income  bonds  and  $800  of  the  new  preferred 
stock.  The  ordinaiy  stock  of  the  controlling  company  was 
handed  over  to  the  Baltimore  and  Ohio,  which  assumed 
control  of  the  Ohio  and  Mississippi  and,  in  consideration  of 
the  stock  received,  guarantees  the  interest  upon  the  new 
four  and  a  half  per  cent,  mortgage  bonds  which  were  issued  to 
retire  existing  bonds  and  to  provide  new  capital  for  the 
physical  rehabilitation  of  the  line.  This  arrangement  seems 
to  deserve  approval  from  the  shareholder's  point  of  view; 
their  property  might  perhaps  have  fared  better  had  it 
remained  independent  after  being  put  in  an  efficient  con- 
dition, but  the  arrangement  with  the  B.  and  0.  has  this 
advantage — that  it  removes  the  possibility  of  a  new  default 
and  of  assessments  being  levied  to  effect  repairs.  Moreover, 
the  sacrifice  of  future  returns  on  common  stock  is  exceedingly 
small;  the  new  incomes  and  preferred  shares  of  course  take 
precedence  over  the  stock  held  by  the  Baltimore  and  Ohio, 
and  even  if  these  common  shares  yield  returns — a  remote 
possibility — the  former  common  shareholders  will  find  their 
sacrifice  still  comparatively  insignificant.  On  the  other  hand, 
the  Baltimore  and  Ohio  has  not  paid  too  high  a  price  for 
the  best  connection  between  Cincinnati  and  St.  Louis.  Its 
guarantee  covers  a  sum  a  trifle  in  excess  of  the  present  net 
revenue  of  the  company,  (if  taken  to  include  the  interest 
required  for  the  betterment  bonds  to  be  issued),  but  it  will 
find  no  difficulty  in  throwing  enough  traffic  on  the  re-leased 
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property  to  obviate  deficits,  especially  when  the  road  is 
put  in  thorough  condition.  To  do  this  wUl  presumably 
call  for  some  $2,500,000,  although  the  president  of  the  com- 
pany has  stated  $690,000  to  be  all  that  is  requu-ed.  That 
effectual  betterments  will  have  a  most  wholesome  influence  upon 
earnings  cannot  be  doubted,  and  it  may  be  assumed  that  the 
latter  will  be  enhanced  in  such  manner  as  will  offset  the 
increase  in  first  charges  to  result  from  tho  issue  of  new  bonds. 
At  present  the  O.  &  M.,  owing  to  its  hea^y  working  expenses, 
{approaching  0.65c.  per  ton-mile  in  1891,  chiefly  because  all 
improvements  had  to  be  paid  for  out  of  earnings,  the 
credit  of  the  company  being  exhausted)  is  not  able  to  compete 
with  better  roads,  but  efficiency  up  to  date  would  change 
this,  and  place  the  road  in  a  position  to  cater  vigourously 
and  successfully  for  low  freights,  notably  for  the  soft  coals 
from  the  Illinois  coal  district,  which  its  Springlicld  division 
taps ;  this  fuel  constitutes  one-thu-d  of  the  tonnage  shipped 
over  its  hnes.  The  company's  inability  to  carry  low 
freights  at  cheap  rates  and  stih  with  profit  is  chiefly  re- 
sponsible for  the  curious  and  deplorable  phenomenon  that  the 
freight  movement  in  1891  was  smaller  than  in  1883,  whereas 
on  most  lines  in  the  same  region  it  has  considerably  increased 
during  the  same  period. 


TaUt 

showing    Mileage 

and    Freight 

and    Passenger 

Movement  on 

the  Ohio  and  Mississippi  SS.  since  1881. 
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Subjoined   are   the   usual  tables  relating  to  earnings,  ex- 
penses, income  and  financial  condition  of  the  company. 

Earnings  and  Expenses. 


Earnings — 
PiLSsenfiTftrs      ........ 

1891-92. 

$ 

1890-91. 

$ 
1,466.839 
2,332,248 
309,888 

1889-90. 

$ 
1,492,738 
2,433  555 
288.454 

1888-89. 

$ 
1,456,800 
2,218,961 
279.404 

1887-88. 

$ 
1,435.109 
2,268.672 
273.778 

Freight.  .  .  , 

Express  and  mail  .  .  .  . 

Total 

Expenses— 

Transportation 

Maintenance  of  cars.  .  . 
Maintenance  of  way,  etc. 
General  and  taxes  .  .  .  . 

Total \ 

Net  earnings •  .  . 

4,228,405 

4,108975 

1,338,613 
415.548 
650.782 
731.619 

4,214,747 

1355,472 
404.663 
679,416 
472,922 

3,955,165 

1,448.735 
240.892 
769.546 
476,184 

3  977.559 

1,434,686 
196,796 
652,a57 
449,278 

3,208,674 
1,019,731 

2,936.562 
1,172,413 

2,912,473 
1.302.274 

2,935..S61 
1,019.804 

2.733,417 
1,244,241 

Revenue  and  Expenditure. 


Revenue— 
Net  earnings 

Expenditure — 
Interest  on  debt .... 

Sinking  fund 

Miscellaneous 

Total 

1891-92. 

S 
1,019,731 

1890-91. 

$ 
1,172.413 

■  1,066,892 

73.000 

*70,162 

1.210,052 
det.37,639 

1889-90. 

$ 
1,302,274 

1.054245 

69.000 

•96,600 

1888-89. 

$ 
1.019,804 

1,047,671 

65,000 

•80377 

1887-88. 

$ 
1,244,142 

1,042.530 
61,000 
29,931 

1.219,845 
sur.82,429 

1,193.048 
def.173,244 

1,133,461 
sur.110,681 

*   This  includes  $50,500  to  equipment   trust  in    1888-89      and  1889-90,     and 
,500  in  1890-91. 

General  Balance  Sheet,  June  30th,  1891. 


Assets — 

Cost  of  road 

Equipment  accounts  .  .  .  . 
Otner  property  accounts.  . 
Ohio  and  Mississippi  BR.  . 

equipment  trust 

Material  on  hand 

Cash  in  hands  of  treasurer. 
Cash  in  hands  ?of  Coupon 

Agents,  New  York  .  .  .  . 
Cash  in  hands  of    Coupon 

Agents,  London 

Balances  due  from  agents, 

railroads,  and  others.  .  . 

Sinking  funds 

Taxes  not  charged  out.  .  . 
Insurance  not  charged  out. 
Construction  account  Cin'ti 

and  Bedford  Ry 

other  balances 


38.745,074.12 

1,912,22997 

40,042  59 

714.400  00 

107,308  60 

15,496.60 

243,097.56 

3,430.33 

135,526.52 
1,165. 38 

59,558  21 
4,071.37 

42,176  86 

23,130.37 


Liabililies — 

Common  stock 

Common  certificates 

'Preferred  stock 

Preferred  certificates 

Bonded  debt 

Equipm.  trust  certificates  . 

Dividends  unclaimed  .... 

Coupons  due  but  not  pre- 
sented  

Wages  unpaid  (June  '91,  pay 
rolls  and  arrears) 

!  Vouchers  unpaid 

{Bridge  tolls  unpaid 

Loans  and  bills  payable .  . 

'  Interest  accrued  but  not  due- 
on  bonds.  .  .  .  $329,994.99 
on  equipment 
certificates.^      11,010.00 


42,046,708.48 


Profit  and  Loss  account .  . 


19,991.102.25 

71,527.43 

4.025,074.06 

4,925.94 

15,977,000.00 

545,000  OO 

3,302.17 

27,454  08 

149,743.47 

124,160.95 

40,058  36 

250,000.00 


341,004.99 
496,354.78 


42,046,708.48 
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years  ending  Jtcnc  HOth,  1890  and  1891. 


Other  mill  prodnc 
Hay 

Cotton 

Frait  a 

Live  Btock 

DrESsed  meata 

Facking-boase  products .    .    -    . 
Poaltry,  game  and  fish.  .    .   ■ 

Wool 

Hides  and  leather  

Anthraoite  coal 

Sitaalnans  coal 

Btouo,   sand,   etc 

Salt 

Lnmber. 

PetrDleum  and  other  oils  •  ■ 
Iron — pis  BUd  bloom  .    .    .   ' 

Iron  and  steel  rails 

raatlnes  and  maehlnery  .  -  . 
Bar  and  sheet  metal  .  ,  .  - 
Cement,  brink  and  lime  .  -  . 
Agricnltoral  implemenfB.  -  . 
Wagons,  cflrrlaEeg,  toola,  etc 
Wines,  liquors,  and  beer  .  . 
Household  goods  n>"l  furniture 

Mercliandiae 

Miscellaneons 


NOTK.    For  iMtmiil  of  fmdid  J. 


5,1M 

2512 

826,345 

537,14(1 

18,071 

17,141 

9,745 

35,627 

3B.519 

3,877 

3,845 

mMi 

113,372 

18124 

21.702 

B14S0 

42,148 

3-i3S 

5,014 

7.930 

vi.m 

21.189 

6B.*>2 

63,6I« 

1.810 

B7JD95 

78300 

bSMA 

30854 

2,565 

2365 

182,683 

188,827 

lC6,e36 

M,T26 

CHAPTER  XXIX. 

MINOR   MEMBERS   OF   THE   CENTRAL    GROUP. 

Although  it  Hes  beyond  the  scope  of  this  work  to  give 
details  of  every  railway  in  the  United  States,  it  seems  desi- 
rable to  add  a  few  data  relating  to  a  number  of  smaller 
lines  of  considerable  import  either  as  local  competitors  or 
connections  of  the  greater  systems  to  be  found  in  the  Central 
States — as  we  have  chosen  to  name  the  group  of  Common- 
wealths in  which  the  railways  dealt  with  in  chapters  XXII 
to  XXIX  are  situated.  It  goes  almost  without  saying 
that  a  region  so  comparatively  densely  populated  as  this, 
and  enjoying  such  a  wealth  of  agricultural  and  industrial 
resources,  possesses  a  number  of  small  lines  to  which  the 
greatest  local  importance  is  attached,  and  it  is  equally 
evident  that  either  as  disturbing  or  assisting  factors  these 
minor  systems  have  a  great  bearing  upon  the  trunk  lines 
or  their  aUies. 

There  are  five  groups  of  these  railways.  The  most  con- 
spicuous among  them  is  composed  of  Unes  connecting  Cleve- 
land and  Pittsburg  with  the  suiTounding  mining  districts, 
and,  as  it  were,  clustered  around  the  Northeastern  section  of 
the  New  York,  Pennsylvania  and  Ohio  system.  Next  comes 
a  group  of  roads  terminating  in  Toledo;  a  third  is  to  be 
found  in  Michigan,  a  fourth  in  Southern  Indiana  and  Ohio, 
and  a  fifth  runs  from  the  Ohio  river  north.  Apart  from 
these  there  are,  of  course,  the  trunk  lines  or  parts  thereof 
already   referred   to,    and  a  few  lines  belonging  to  systems 


CHAP.  XXIX.  MINOR  MEMBERS  OF  THE  CENTRAL  GROUP.       '         433 

the   centre  of  which  does  not  lie  in  this  region,  and  which 
therefore  are  dealt  with  elsewhere. 

It  is  quite  superflous  to  remark  that  the  portions  of  the 
powerful  trunk  lines  to  be  found  in  this  section  of  the  country- 
play  very  important  roles  (see  p.  379).  The  four  roads  form- 
ing part  of  the  Vanderbilt  system  with  its  commanding 
situation,  the  'Western  Lines'  of  the  Pennsylvania,  and 
the  trans-Ohio  portion  of  the  Baltimore  and  Ohio  necessarily 
occupy  a  prominent  position  in  local  traffic  as  well  as  in 
through  busmess.  The  New  York,  Pennsylvania  and  Ohio, 
though  less  important  than  the  central  parts  of  other  trunk 
lines,  is  indispensable  to  the  Erie,  and  of  considerable  ac- 
count in  local  business;  and  the  same  holds  good  of  the  Chi- 
cago and  Atlantic.  Then  the  Grand  Trunk  and  the  Wabash, 
though  merely  parts  of  systems  centreing  elsewhere,  have  a 
"bearing  upon  transportation  business;  and  it  will  be  neces- 
sary to  briefly  refer  to  these  various  lines  if  we  wish  to 
give  a  correct  sketch  of  the  railroad  situation  in  the  Cen- 
tral States. 

The  Chicago  and  Erie  derives  its  importance  chiefly  from 
the  fact  that  it  is  the  Chicago  connection  of  the  Erie  system. 
In  Marion  the  road,  268  miles  long,  meets  the  New  York, 
Pennsylvania  and  Ohio,  and  thence  it  goes  in  an  almost 
straight  line  to  Hammond,  Ind.,  where  it  connects  with 
Chicago  by  using  the  tracks  of  the  Chicago  and  Western 
Indiana  RR.,  whose  terminals  it  also  shares  and  whose 
property  it  owns  in  part.  The  C.  &  E.  proper  is  219  miles 
long,  19  miles  of  the  tracks  it  uses  bemg  the  property  of 
the  Chicago  and  Western  Indiana. 

The  present  company  is  a  reorganisation  of  the  Chicago 
and  Atlantic,  which  defaulted  on  intei*est  in  November,  1884, 
and  was  sold  in  foreclosure  August  12th,  1890.  The  New 
York,  Lake  Erie  &  Western  owns  the  entire  stock  of  $100,000 
and  guarantees  the  interest  oa  the  first  mortgage  bonds.  The 
funded  debt  consists  of  $12,000,000  5  p.c.  first  mortgage  bonds 
and  $10,000,000  5  p.c.  non  cumulative  incomes.  Of  the  former 
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$6,825,000  were  exchanged  for  the  old  firsts,  $700,00a 
for  old  seconds,  $2,000,000  were  given  to  the  Erie  in  pay- 
ment of  old  dues,  and  an  equal  amount  was  reserved  for 
betterments;  of  the  incomes  the  old  firsts  received  $975,000, 
the  old  seconds  $4,000,000,  and  the  Erie  $5,000,000  in 
consideration  of  its  guarantee  of  the  first  mortgage  bonds. 
The  road  therefore  is  largely  owned,  and,  on  account  of  all 
shares  being  held,  entirely  controlled  by  the  Erie,  so  that 
the  latter  profits  by  every  amelioration  in  the  affairs  of  this 
company.  Part  of  the  bonds  reserv^ed  for  betterments  are 
issued,  and,  as  the  result  of  these  improvements,  traffic  has 
become  more  profitable.  Since  the  reorganisation  no  report 
covering  a  whole  fiscal  year  has  been  issued,  but  the  first 
ten  months  of  1891  resulted  in  the  debt  to  the  Erie  ($216,000; 
being  decreased  by  $196,897.  The  subjoined  details  to  ba 
found  in  the  Erie  report  for  1890  are  of  interest : — 

"  Since  the  last  annual  report  the  old  Chicago  and  Atlantic 
Railway  has  been  sold  and  the  Company  reorganised.  The 
reorganisation  was  effected  under  the  terms  of  the  circular  of 
Messrs.  Drexel,  Morgan  &  Co.  of  March  1 6th,  1887.  The  litiga- 
tion growing  out  of  the  relations  of  this  company  to  the  Chicago 
and  Atlantic,  extending  over  the  past  five  years,  has  been 
tedious  and  compUcated,  but  the  same  is  now  happily  ended. 
The  property  now  belongs  to  the  new  Chicago  and  Erie 
Railroad  Company.  This  is  an  Indiana  corporation,  with 
a  capital  stock  of  $100,000,  allof  the  shares  of  which  belong 
to  this  company.  The  property  is  subject  to  an  issue  of 
$12,000,000  first  mortgage  bonds  due  in  May,  1982,  bearing 
interest  at  4  p.c.  until  May,  1892,  and  5  p.c.  per  annum 
thereafter  (the  prompt  payment  of  the  interest  being  guaranteed 
by  your  company),  $2,000,000  of  wliicli  bonds  are  reserved 
for  betterments;  and  also  subject  to  an  income  mortgage^ 
securing  $10,<[)00,000  of  non-cumulative  5  p.c  income  bonds, 
payable  on  or  before  October,  1982,  the  interest  upon  which 
bonds  is  payable  to  the  extent  that  the  gross  earnings  for 
any   year   will    suffice   under  an  aiTangement  stated  in  the- 
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mortgage  which  provides  that  if  the  gross  earnings  amount 
to  $2,250,000  or  less,  22^^  p.c.  thereof  is  applicable  to  the 
payment  of  the  interest  on  the  first  mortgage  bonds  and  the 
surplus  (after  the  payment  of  $216,000,  the  balance  of  the 
debt  due  to  your  companj^)  if  any,  to  the  payment  of  the 
interest  on  the  income  bonds,  and  as  the  gross  earnings 
increase  the  percentage  increases,  in  the  ratio  and  upon  the 
terms  fully  set  forth  in  the  income  mortgage.  Your  company 
received  $2,000,000  of  the  first  mortgage  bonds  in  part 
payment  of  the  debt  of  the  old  Chicago  and  Atlantic  Company 
to  it,  and  $5,000,000  of  the  income  mortgage  bonds  in  part 
consideration  for  its  guarantee.  The  road  was  turned  over 
to  the  new  company  on  September  1st  last,  since  which  time 
it  has  been  operated  by  the  new  company  and  with  a  full 
corps  of  officers.  This  new  and  valuable  acquisition  gives 
this  company  a  solid  through  line  from  New  York  to  Chicago, 
with  all  its  resulting  and  manifest  advantages.  The  road 
is  very  straight,  with  a  maximum  grade  of  26  feet,  and  it 
is  confidently  expected  that  as  soon  as  the  line  is  brought 
up  to  the  Erie  standard  and  properly  equipped,  satisfactoiy 
results  will  be  accomphshed;  and  with  this  object  in  view 
it  was  deemed  expedient  on  September  1st,  when  the  new 
company  took  possession  of  the  road,  to  make  an  immediate 
outlay  of  a  considerable  sum  on  the  tracks,  bridges  and 
other  structures.  Large  forces  of  men  were  organised  for  that 
pui'pose,  and  at  the  date  of  this  report  the  road  has  been 
greatly  improved.  Your  company  decided  that  it  would  be 
best  to  expend  this  money  while  the  weather  held  good, 
and  anticipate  the  sale  of  the  betterment  bonds,  which  it 
was  not  thought  desirable  to  offer  for  sale  at  present,  in 
view  of  the  financial  disturbances.  Arrangements  are  now 
being  made  to  provide,  from  the  betterment  fund,  an  equip- 
ment of  cars  and  engines  adequate  to  take  care  of  the  very 
large  amount  of  business  offered  to  the  road." 

As   a   factor  in  local  and  through  traffic  the  Wabash  is 
of  more  interest  than  the  Chicago  and  Erie.    This  Une  con- 
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nects  St.  Louis  and  Kansas  City  with  Lake  Erie,  and  tlie 
main  line  divides  at  Logansport,  one  section  going  to  Toledo 
and  the  other  to  Detroit.  At  present  it  carries  freight 
between  Chicago  and  Detroit  by  co-operating  with  the  Chicago 
and  Erie,  but  a  direct  route  between  Chicago  and  Detroit 
which  will  avail  itself  of  part  of  the  existing  line  is  now  in 
course  of  construction,  and  if  completed  will  constitute  the 
shortest  route  between  Chicago  and  Detroit.  The  Wabash 
has  Eastern  connections,  firstly  by  a  compact  with  the 
Michigan  Central  and  West  Shore,  and  secondly  by  an 
agreement  with  the  Grand  Trunk  and  the  Erie.  Mention 
has  also  been  made  of  an  aUiance  with  the  Canadian  Pacific. 
See  Chap.  XXXIV. 

The  Grand  Trunk  of  Canada  has  a  direct  Chicago  con- 
nection in  the  shape  of  the  Chicago  and  Grand  Trunk 
Railway.  Like  the  Wabash  and  Erie  roads,  this  railway 
effects  an  entrance  into  Chicago  by  using  the  Chicago  and 
Western  Indiana  terminals.  It  goes  to  Port  Huron  and  has 
various  branches  in  Michigan,  the  line  to  Detroit  and  the 
Detroit,  Grand  Haven  and  Michigan  being  the  prmcipal  of 
these.  It  is  not  proposed  to  deal  very  fully  with  this 
railway  because,  being  owned  by  a  Canadian  line,  it  lies 
boyond  oui'  rayon,  but  we  may  state  that  in  many  respects 
the  Chicago  and  Grand  Trunk  is  a  rather  poor  hue  which 
has  few  friends  among  American  roads.  It  has  frequently 
b83n  at  loggerheads  with  competing  hues,  and  as  it  is  weak, 
financially  as  well  as  strategically,  it  was  usually  worsted 
in  spite  of  the  advantages  it  derives  from  the  circumstance 
that  the  greater  part  of  the  system  to  which  it  belongs  lies 
outside  the  jurisdiction  of  the  United  States.  Although  its 
local  business  is  developing  fast,  its  through  traffic  with  the 
seaboard  will  never  be  much,  because  it  reaches  Boston  and 
even  Portland  in  such  a  roundabout  way.  As  regards  the 
Chicago  and  Grand  Trunk's  business  this  is  by  no  means 
satisfactory,  as  it  is  only  necessary  to  quote  the  following 
figures   to  show.    In  1890  the  grain  freights  from  Chicago 
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increased  nearly  25  per  cent.,  while  the  Grand  Trunk's  share 
declined  2  per  cent.  Six  hundred  thousand  tons  of  dressed 
beef  more  than  in  1889  were  carried  from  the  Western 
metropolis;  the  Grand  Trunk's  shipments  fell  5  per  cent. 
And  so  on.  Tlie  trouble  is  alleged  to  lie  with  low  rates, 
No  doubt  this  is  so,  but  the  Grand  Trunk  and  its  Chicago 
ally  are  in  part  responsible  for  these,  and  other  Unes  manage 
to  turn  them  to  good  account,  vide  the  Lake  Shore  and 
Michigan  Central.  But  these  roads  are  in  perfect  condition, 
and  this  no w-a- days  is  the  key  to  success.  The  management 
of  the  G.  T.  apparently  reaUses  this  fact,  and  it  is  grati- 
fying to  note  that  numerous  improvements  are  being  carried 
out.  The  ballast,  ties,  and  rails  in  some  places  are  good, 
especially  on  the  main  line  to  Port  Huron,  and  the  St.  Clair 
Tunnel,  a  costly  structure  carrying  trains  under  the  river 
connecting  Lake  Huron  with  Lake  Erie,  has  been  recently  com- 
pleted and  will  do  away  with  ferrying  across  the  water,  thereby 
reducing  the  cost  of  transportation  to  a  considerable  extent. 

Other  roads  which  have  a  share  of  the  traffic  between 
the  West  and  the  East  are:  The  Toledo,  St.  Louis  and 
Kansas  City,  the  Lake  Erie  and  Western,  and  the  Toledo, 
Peoria  and  Western.  The  Toledo,  St  Louis  and  Kansas 
City  BR.  runs  in  a  straight  line  from  East  St.  Louis  to 
Toledo,  and  since  it  was  standard-gauged  in  1890  has  carried 
a  steadily  growing  proportion  of  Southwestern  freight.  The 
road  is  451  miles  long  and  the  company  dates  from  1886, 
when  it  acquired  its  property  by  consoUdating  other  lines. 
The  Lake  Erie  and  Western  operates  722  miles  and  con- 
nects Peoria  with  Sandusky  on  Lake  Erie,  where  it  meets 
the  Lake  Shore.  The  Toledo,  Peoria  and  Western  runs 
from  BurUngton  in  Iowa  through  Illinois  to  Indiana  State 
Line,  and  with  branches  has  a  length  of  247  miles. 

Turning  now  to  the  five  groups  of  smaller  railways,  that 
lying  nearest  to  the  eastern  border  of  Ohio  is  the  most 
important.  The  district  in  which  it  centres  abounds  with 
minerals  and  subsists  chiefly  on  mining  and  manufactures,  coal, 
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coke,  iron,  petroleum,  clay  etc.,  being  met  with  in  numerous 
places.  The  group  alluded  to  is  divisible  into  two  sections, 
one  of  which  centres  around  Pittsburg,  the  other  around 
Cleveland.  Perhaps  the  first  should  have  been  dealt  with 
in  the  fourth  part  of  this  book,  but  as  it  was  impossible  to 
classify  it  with  either  of  the  three  groups  that  part  is  sub- 
divided  into,  we  postponed  reference  to  it  until  now. 

The  most  important  of  these  mineral  roads  is  the  Western 
New  York  and  Pennsylvania,  639  miles  long,  connecting 
Buffalo  with  Oil  City  and  Clean;  an  extension  of  35 
miles,  giving  connection  with  Newcastle,  is  now  planned. 
The  following  statements  show  the  principal  features  of 
traffic  and  finances: — 

Volume  of  and  Revenue  from  Traffic  on  the  Wester 7i  New 
York  and  Fennsylvania  BB,  during  the  two  fiscal  years  end- 
ing 1891, 


Tear. 

Mileage 
operated. 

Passenger  T'offic.                           Freight  Traffic. 

Million 
passengers 

earned 
one  mile. 

Bate, 
Cents. 

Revenue, 

Atillion 

tons 
carried 
one  mile 

Bate, 
Cents. 

Bevcnue, 

$ 

1889-90 
1890-91 
1891-92 

as9 

689 
647 

29  2 
31-4 

2.44 
2.39 

717,584 
752,979 

485-9 
445-9 

.600 
.576 

1 

2.799.952    ! 
2,677,695 

1 

Famings^ 

Passengers    .  .    . 

Freight .    .    .  .    . 

Mail,  express,  etc 


EARNINGS  AND  EXPENSES.  * 

1891-92. 


Total  earnings.    . 
Expenses  - 
Maintenance  of  way,  etc. 
Maintenance  of  equipment 
Conducting  transportation 
Ueneral 


1890-91. 
S 

7.52,979 
2,677,695 

131.995 


3..580.155 


Total 

Net  earnings 

Percentage  of  operating  expenses  to  earnings. 


3,562,669 

626,994 

507,083 

1,1.58,072 

193,6.33 


2.398,36 1 

1,181,791 

67.9 


2,485,782 

1,076,887 

69-7 


Figures  for  year  ending  June  30tli,  1832,  are  taken  from  a  preliminary  report. 
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Rfceipts — 
Net  earnings. 
Other  revenue 


REVENUE  AND  EXPENDITURE. 


1891-92. 

S 
1,181,791 
19,548 


Total 

D'lsbursfments — 
Interest  on  first  mortgage  bonds 
Interest  on  real  estate  mortgages 
Interest  on  equipment  notes  .    .    . 
Taxes    


Surplus . 


Total 


1,201,339 


653,819 
547,520 


1890-91. 

S 
1,076,887 

4,074 


1,080,961 

503,500 
21,586 
20,836 
86,851 


632,773 
488,188 


The  Fittshiirg  and  Lake  Erie  BE.  operates  138  miles, 
joining  Pittsburg  with  Youngstown,  Newcastle  and  New 
Haven;  it  is  managed  in  the  interest  of  the  Lake  Shore, 
which  owns  $2,000,000  of  its  stock,  and  of  which  it  is  the 
Pittsburg  connection.    (See  p.  387). 

The  Pittshurg^  Shenango  and  Lake  Erie  BE.  is  the 
outcome  of  a  recent  consolidation,  and  manages  154  miles  of 
railway  connecting  Butler,  Pa.,  with  Girard,  Pa. 

The  Cleveland^  Akron  and  Columbus  operates  194  miles 
of  road,  the  main  line  of  which  extends  from  Columbus  to 
Hudson,  0.,  whence  it  connects  with  Cleveland  by  the  Cleve- 
land and  Pittsburg  RR.  of  the  Pennsylvania  system. 

The  Cleveland  and  Canton^  167  miles  in  extent,  has 
recently  been  converted  into  a  standard  gauge  line,  and 
du^ectly  unites  Cleveland  with  the  coal  district  S.  S.W.  of 
Canton.  The  Cleveland^  Lorrain  and  Wheeling  joins 
Lorrain,  on  the  Lake  Shore  RR,  with  West  Wheeling  on 
the  Ohio,  and  is  controlled  by  the  Lake  Shore.  The  Cleve- 
land and  Mahoning  Valley  is  leased  by  the  New  York, 
Pennsylvania  and  Ohio,  is  125  miles  long,  and  connects 
Cleveland  with  the  Erie  system.  The  Cleveland  and  Marietta 
connects  Marietta  on  the  Ohio  with  Canal  Dover,  whence 
a  canal  runs  to  Cleveland. 

Columbus,  0.,  is  another  centre  of  various  local  railways, 
several  of  which  are  operated  or  controlled  by  the  trunk 
lines   and   their   auxiUaries      Among   the  independent  lines 
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are  the  Columlus^  Shawnee  and  Hocking  EB.,  operating 
157  miles  and  connecting  Columbus  with  the  Shawnee  and 
other  coal  districts.  The  Columbus,  Hocking  Valley  and 
Toledo  RB.  runs  through  several  mining  districts  between 
the  Ohio  Eiver  and  Toledo,  tapping  oil  fields  and  iron  mines, 
notably  the  mines  to  be  found  in  the  Hocking  Valley,  and 
tire-clay  fields.  The  main  line  crosses  all  trunk  lines  South 
of  Lake  Erie,  and  the  system  is  327  miles  long.  Below  is 
a  table,  copied  from  the  Chronicle  (by  permission),  giving 
some  details  relating  to  the  finances  of  this  company. 


lievenue — 

Gross  earnings 

Net  eaminsrs >   .   .   . 

1891. 

$ 

3,263,554 

1,415.556 

40,371 

1890. 

$ 

a056,752 

1,308,200 

32,147 

1889. 

$ 

2,496,319 

1,007.692 

28,335 

1888. 

$ 

2.875.515 

1.221,853 

28,579 

Miscellaneous 

Total  receipts 

Expenditure— 
Interest  on  bonds  &  car  trust 
Interest  on  floating  debt .  .  . 
Interest  to  Pa.  RB.  on  lease  .  . 
Miscellaneous 

Total  disbursements  .  .  . 
Balance,  surplus 

1,455,927 

977,420 
60,850 
24,525 

1.340,347 

977,420 
38,205 
24,490 

1,036,027 

997,8  0 
12,950 
24,658 

1,250,432 

984,020 

23,758 

24,086 

3,118 

1,062,795 
393,132 

1,040.115 
*300.232 

1.035,428 
599 

1.034.982 
215.451 

*  Of    this    sum    $291,846    was    spent    for    improvementa    and  additions  to 
rolling  stock. 

Toledo  is  the  terminus  of  quite  a  number  of  smaller 
railways  in  addition  to  the  road  just  spoken  of  and  various 
trunk  and  other  lines.  To  the  South  go:  The  Wheeling 
and  Lake  Erie^  which  connects  with  Martins  Perry  on 
the  Ohio,  opposite  Wheeling,  Va.,  and  operates  230  miles; 
in  1890—91  it  earned  $1,225,000  gross  and  $451,000 
net,  sufficient  to  pay  the  usual  4  p.c.  on  the  preferred  stock ; 
the  Toledo^  Columbus  and  Cincinnati^  terminating  in  Ken- 
ton, 72  miles  south  of  Toledo,  and  being  extended  to 
Columbus  0. ;  the  Toledo  and  Ohio  Central^  controlling  the 
Kanawha  and  Michigan  BB.  with  which  it  forms  a  con- 
nection between  Toledo  and  the  Chesapeake  and  Ohio  RR. 
which  it  meets  in  Maiden,  West  Va.  This  railway  is  235 
miles  long,  including  branches,  earns  (1891 — 92)  $1,561,339 
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gross  and  $541,794  net,  has  paid  dividends  on  common 
stock  since  1890,  and  is  being  extended  to  Marietta  on  the 
Ohio.  Toledo  is  further  connected  with  the  eastern  shore  of 
Lake  Michigan  by  the  Toledo,  Ann  Arbor  and  North  Michiga7i, 
operating  445  miles,  and  earning  (1891)  $1,024,000  gross  and 
(estimated)  $380,000  net,  sufficient  to  leave  a  small  surplus  after 
fixed  charges  are  met.  The  Toledo,  St.  Louis  and  Kansas 
City,  Lake  Erie  and  Western,  and  Toledo,  Peoria  and  Western 
communicating  with  points  further  West,  are  dealt  with  above. 

Detroit  has,  in  addition  to  the  Vanderbilt  Lines,  Grand 
Trunk  and  Wabash,  the  Detroit,  Lansing  and  Northern,  323 
miles  long,  connecting  with  the  central  part  of  Michigan. 
The  Flint  and  Fere  Marquette  is  an  important  local  system, 
625  miles  in  extent,  connecting  Ledington  on  the  east  shore 
of  Lake  Michigan  with  Port  Huron,  (indirectly  with  Detroit 
and  Toledo)  and  has  numerous  junctions  with  the  Pennsyl- 
vania, Vanderbilt  and  Grand  Trunk  systems. 

The  Southern  part  of  the  Central  States  contains  a  further 
number  of  small  lines.  There  are  three  railways  with  a 
Northern  direction.  The  Cincinnati,  Hamilton  and  Dayton, 
which  serves  as  Cincinnati  entrance  of  the  Erie,  traverses 
the  picturesque  Miami  Valley  and  connects  Cincinnati  with 
Toledo,  Indianapolis  and  Ironton  on  the  Ohio,  the  future 
terminus  of  the  Norfolk  and  Western.  In  Indianapolis  the 
line  forms  a  junction  with  the  Louisville,  New  Albany  and 
Chicago  for  Chicago  and  with  the  Terre  Haute  and  others  for 
St.  Louis.  This  company  operates  362  miles  of  railway ;  the 
following  table  shows  some  details  of  its  revenue  for  the 
two  years  ending  1890  and  1891. 


Gross  earnings 

Net  earnings 

Interest  on  bonds 

C.  H.  &  D.  dividends 

D.  &  M.  dividends 

Total  disbursements 

Balance,  surplus > 


1891. 

1890. 

S 

$ 

4.6.58.813 

3.896.451 

1,681.641 

1,519,812 

566.450 

528.630 

263,782 

260,874 

180,786 
1,011.018 

175,339 

964,843 

670,623 

554,969 
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The  Evansville  and  Terre  Haute  runs  from  Evansville 
on  the  Oliio  (opposite  Henderson  on  the  Louisville  and 
Nashville  RR.)  to  Peoria,  Terre  Haute  and  St.  Louis,  is 
connected  with  Chicago  by  the  Chicago  and  Eastern  Dlinois, 
and  works  closely  with  both  this  line  and  the  Louisville 
and  Nashville,  constituting  a  through  route  between  Chicago 
and  New  Orleans.  The  mileage  operated  is  415.  TlhQ  Louis- 
ville,  New  Albany  and  Cliicago  connects  Indianapolis  with 
Chicago  and  Michigan  City,  and  Chicago  with  Louisville 
and  the  Louisville  and  Nashville,  bemg  a  rival  of  the  Evans- 
ville and  Terre  Haute. 

Other  lines  to  which  someinterest  attaches  are:  The  Terre 
Haute  and  Feoria,  173  miles,  which  runs  in  a  Western  direc- 
tion from  Terre  Haute  to  Peoria,  an  important  freight  centre 
in  Illinois,  and  the  Peoria  and  Eastern^  joining  Indiana- 
polis with  Peoria.  The  St,  Louis,  Alton  and  Terre  Haute 
has  lost  its  former  significance  since  it  sold  its  main  Une 
from  St.  Louis  to  Terre  Haute  to  the  'Big  Pour,'  and  is 
now  reduced  to  a  small  system,  connecting  St.  Louis  with 
Paducah  on  the  Ohio  and  Eldorado,  III,  and  traversing  the 
soft  coal  fields  of  Southern  Illinois.  The  Terre  Haute  and 
Lidianapolis  operates  501  miles  of  railway,  connecting  In- 
dianapolis with  St.  Louis,  \da  Terre  Haute,  and  Terre  Haute 
with  Lake  Michigan.  The  St.  Louis,  Vandalia  and  Terre 
Haute,  which  is  part  of  the  system,  is  leased  for  joint 
account  with  the  Pittsburg,  Cincinnati,  Chicago  and  St.  Louis 
RR.  of  the  Pennsylvania  system. 


PART  YI. 

THE  NORTHWESTERN  GROUP. 


CHAPTER  XXX. 

THE   NORTHWEST   AND   ITS   RAILROADS. 

Although  the  term  Northwest  is  somewhat  vague  in  its 
meaning  it  is  generally  understood  to  indicate  the  countrj^ 
embracing  the  States  of  Illinois,  Wisconsin,  Minnesota,  North 
Dakota,  South  Dakota,  Nebraska,  Iowa,  and  that  part  of 
Michigan  w^hich  is  bordered  in  the  North  by  Lake  Superior. 
This  region  covers  nearly  one-seventh  of  the  total  area  of 
the  United  States,  contains  one-sixth  of  her  population,  and 
represents  one-eighth  of  her  wealth;  nevertheless,  it  can 
hardly  be  said  to  have  more  than  entered  upon  its  economic 
career.  Its  vast  and  fertile  plains,  already  renowned  as  "  the 
country  that  feeds  the  world,"  are  but  partially  under  cultiva- 
tion; its  mineral  wealth  still  slumbers  in  the  bowels  of  the 
earth;  its  prosperous  towns,  notwithstanding  their  miracu- 
lous growth  and  the  activity  of  their  inhabitants,  are  but 
metropules  in  embryo;  its  population,  although  counted  by 
the  million,  is  still  but  thinly  scattered  over  a  vast  territory. 
The  Northwest  of  to-day,  wonderful  country  though  it  be, 
is  only  the  nucleus  of  an  empire  capable  of  supporting  a 
hundred  million  inhabitants,  and  its  history  scarcely  more  than 
the  forecast  of  a  future  that  will  entirely  eclipse  the  present. 

The  region  is  bordered  in  the  North  by  Lake  Superior 
and  Canada,  in  the  West  by  Montana  and  Wyoming,  in  the 
South  by  Kansas  and  the  Missouri  River,  and  in  the  East 
by  the  Indiana  State  boundary  and  Lake  Michigan.  It 
consists  chiefly  of  prairie,  flat  and  featureless  but  fertile, 
and  is  intersected  by  numerous  tributaries  of  the  Mississippi ; 
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only  the  North — Wisconsin,  Minnesota,  Dakota  and  the  Michi- 
gan Peninsula — abounds  with  hills  and  lakes.  In  some  sections, 
notably  in  the  region  adjacent  to  Lake  Superior  and  the 
Canadian  border,  the  soil  is  still  covered  with  dense  forests ; 
in  others  minerals  abound,  as  in  Illinois  with  its  bituminous 
coal  fields  employing  24,000  miners^  or  near  the  south  shore 
of  Lake  Superior,  famous  for  its  copper  and  other  ore 
deposits. 

Both  mining  and  the  lumber  trade  are  of  very  great  im- 
portance, yet  their  dimensions  are  absolutely  dwarfed  by  the 
vast  agricultural  resources  that  form  the  principal  charac- 
teristics of  the  Northwestern  country.  The  production  of 
cereals  is  the  great  feature,  the  backbone  of  the  Granger 
States,  and  though  it  has  by  no  means  attained  anything 
like  the  height  of  its  development,  it  has  long  since  reached 
a  stage  which  has  impressed  its  stamp  upon  the  entire 
civilised  world;  for,  in  an  average  year,  these  seven  States 
are  capable  of  producing  600,000,000  bushels  of  com, 
200,000,000  bushels  of  wheat,  and  300,000,000  bushels  of 
oats,  not  to  speak  of  other  produce.  Yet  in  some  States 
less  than  ten  per  cent,  of  the  soil  has  been  touched  by  the 
plough,  2  and  even  the  most  densely  settled  districts,  it  is 
generally  said,  do  not  produce  one-fourth  of  what  the  land 
could  be  made  to  yield  were  it  situated,  say,  in  New  England 
or  in  Eiu*ope.  Nevertheless,  it  is  capable  of  sending  away 
every  year  at  least  two  hundred  thousand  car  loads  of  cereals 
and  millions  of  cattle,  not  to  mention  other  produce,  such 
as  potatoes,  flax  or  hayseed. 

Subjoined  are  tables  giving  some  data  relating  to  area, 
population,  wealth,  etc.,  of  the  Northwestern  States. 


^  U.  S.  Census  Repoi*t  of  1891. 

2  Of  South  Dakota  but  8  per  cent,  of  the  soil   is  under  cultivation,  of  North 
Dakota  but  4  per  cent.  (1890) 
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Table   showing   Area,    Population  and  Assessed  Valuation  of 
the  Northwestern  States   Census  of  1890, 


Illinois  .  .  .  . 

Iowa 

Wisconsin.  .  . 
Minnesota.  .  . 
North  Dakota. 
South  Dakota. 
Nebraska .   .  . 


Totals 


Area 

Population 

Assessed 
valuat  on. 

sq.  miles. 

1890. 

{milltom  of 
dollars). 

56,650 

3,826,000 

727-4 

56,025 

1,9-12,000 

530-6 

56,040 

1,687,000 

592-8 

83,365 

1,302,000 

588-5 

70,795 

182,000 

78-8 

77,650 

329,000 

131-5 

77,510 

1,060,000 

184-7 

478,035 

10,298,000 

2.834-2 

Table  showing  Relative  Importance  of  the  Northwestern  States 
as  compared  with  that  of  the  entire  Union.  Census  of  1890. 


Area  (square  miles) 

Population 

Assessed  valuation 

Miles  of  railroad 

'^Capital  of  BR.  companies  .  . 
^Annual  gross  earnings  of  RR. 
*  Passengers  carried  one  mile.  . 
*Tons  of  freight       „  „ 


Northwestern 

Unifed 

States. 

States. 

478,000 

3,602,500 

10,298,000 

62,622,000 

$2,834,200,000 

$24,249,600,000 

39.740 

163,420 

$2,009,000,000 

$9,745000,000 

$200,500,000 

$1,068,000,000 

2,330,000,000 

12,521,000.000 

17,300.000,000 

79,193,000,000 

*  Estimated. 

It  is  not  necessary  to  summarise  at  length  the  resources 
of  each  of  these  seven  States.  Illinois  is  the  most  developed 
of  all,  Iowa  follows  next,  and  then  Wisconsin,  Minnesota 
and  Nebraska,  while  the  two  Dakotas  have  just  begun 
to  settle.  As  already  stated,  some  parts  of  Wisconsin  and 
Michigan  produce  minerals  and  export  vast  quantities  of 
timber;  in  the  other  States  agriculture  in  all  its  branches 
is  the  chief,  one  might  almost  say  the  only  means  of  sub- 
sistence. In  the  North  the  principal  cereals  produced  are 
wheat  and  oats ;  in  the  South,  Indian  corn  and  oats,  though 
all   three  are  produced  everywhere  in  formidable  quantities. 
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Table  showing  the  Average  Annual  Crops  of  Corn,   Wheat  and 
Oats  in  seven  Korthtvestern  States, 


Corn. 


Wheat. 


Oats. 


Illinois !  227,000,000 

Iowa I  160,000.000 

Wisconsin j  24,000,000 

Minnesota I  15,000,000 

Nebraska !  96,000,000 

N.  and  S.  Dakota 17,000,000 

Totals 539,000,000 


3'3,000,000 
29,000,000 
14,000,000 
36,000,000 
18,000,000 
50,000,000 


177,000,000 


a\ooo,ooo 

65,000,000 
40,000,000 
40,000,000 
27,000,000 
39,000.000 


276,000,000 


The  bulk  of  this  produce  is  exported  to  other  parts  of 
the  Bnion  and  Europe,  most  of  it  leaving  via  Chicago,  the 
commercial  metropolis  of  the  Northwest.  This  wonderful 
city  is  the  gate  of  the  entire  region.  To  Chicago  the  North- 
west is  tributary,  and  thousands  of  miles  of  railway,  con- 
verging towards  it  from  all  parts  of  the  compass,  connect 
the  remotest  township  in  the  back  country  with  the 
Western  metropolis.  It  is,  in  a  twofold  sense,  the  store- 
house of  the  West;  it  receives  and  collects  its  surplus 
produce,  and  supplies  and  distributes  the  necessaries  of 
life  that  have  to  be  imported  from  elsewhere.  It  is  the 
great  market  where  East  and  West  exchange  then-  staples 
and  manufactui^es  for  mutual  benefit. 

Twenty  vast  railroad  systems  with  an  aggi-egate  length  of 
85,000  miles  have  made  Chicago  then-  principal  terminus ; 
eleven  of  these  give  access  to  all  points  of  the  West, 
and  nine  connect  with  the  East.  Trains  from  the  West 
bring  agricultural  produce  and  cattle  and  return  with  gro- 
ceries, clothing,  machinerj^,  etc.,  those  from  the  East  bring 
industrial  produce  and  take  back  cereals ;  and  this  vast 
exchange  of  the  produce  of  an  entire  continent  has  lent  a 
commercial  importance  to  Chicago  second  to  that  of  no 
other  city  in  the  New  World  except  New  York.  Even 
New  York's  prominence  is  threatened,  for  year  by  year 
Chicago's  trade,  industries  and  population  increase  at  such  a 
pace   that  many   predict  that  within  half  a  century  it  will 
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be  the  first  among  all  American  cities,  perliaps  even 
tiie  foremost  among  the  commercial  centres  of  the  world. 
The  most  astounding  figures  relating  to  the  growth  of  its 
commercial  and  industrial  importance  are  pablished.  In  1850 
its  commerce  represented  $20,000,000  per  annum ;  in  1860, 
$100,000,000;  in  1870,  $385,000,000;  in  IBSSO,  $330,000,000, 
and  m  1890,  exclusive  of  banking,  speculation,  etc.,  the 
huge  sum  of  $1,420,000,000  was  attained. '  To  mention 
a  few  more  figures,  the  total  receipts  of  cereals  alone  rose 
from  6,928,000  bushels  in  1853  to  227,000,000  in  1890, 
and  in  1891  the  quantity  received  presumably  exceeded 
300,000,000  bushels.  The  grain  trade  requires  26  elevators 
capable  of  holdmg  3-3,000,000  bushels;  fourteen  odd  million 
bead  of  cattle  and  hogs,  representing  a  value  of  $231,000,000 
were  received  in  the  Union  Stock  Yards ;  ^  2,400  million 
feet  of  lumber  arrived,  and  4,737,000  tons  of  coal. "  In 
addition  there  is  an  immense  turnover  in  every  conceivable 
article  of  merchandise,  and  the  demands  of  a  growing  region 
steadily  increase  the  figures  published  by  the  'Board  of 
Trade'  and  the  commercial  importance  of  the  town,  which 
has  a  population  of  1,300,000. 


'  fieport  of  Mr.  Hayea  Sadler,  British  Conaal  1 
Foreign  OCBce,  1892. 

>  Thronsli  the  kindness  of  Mr.  George  T.  Williams 
Yards,  thn  following  tahle.  showing  receipts  of  II' 
1880  to  1890  inclusive,  is  submitted:— 
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How  rapidly  the  number  of  its  inhabitants  increases 
may  be  inferred  from  the  fact  that,  according  to  a  recent 
Report  of  the  British  Consul,  11,805  new  buildmgs  were 
erected  in  1891.  Many  of  these  structures  have  more  than 
twenty  storeys.  The  straight  streets  extend  for  miles  in  every 
direction,  and  while  the  suburbs  contain  the  most  exqui- 
site parks  and  boulevards,  'downtown'  boasts  of  ^office 
blocks'  that  have  no  equal  anywhere  outside  of  the  Repubhc. 
^Downtown'  has  become  a  beehive  of  busmess  activity 
comparable  only  to  the  City  of  London.  This  district  lies 
in  the  centre  of  the  town,  occupying  a  peninsula  formed 
by  the  Lake  and  the  Chicago  River,  both  of  which  are  lined 
with  freight  yards,  wharves,  and  elevators;  for  thouofh 
railroads  naturally  have  the  principal  share  of  all  traffic. 
Lake  navigation  still  requires  over  10,000  vessels  a  year, 
the  number  in  1890  being  10,547,  with  a  total  tonnage 
of  5,150,000.  As  has  been  said  in  a  preceding  chapter 
(p  382)  Lake  navigation  is  chiefly  utihsed  for  the  convey- 
ance of  4ow'  freights,  but  the  railways,  united  by  a  belt 
line  and  meeting  in  the  Stock  Yards  and  elsewhere,  are 
by  far  the  most  important  agencies  in  transportation.  They 
have  their  terminals  all  around  downtown.  ^ 

But  although  Chicago  is  the  great  commercial  centre  of 
the   West,  and  in  all    probabihty  will  maintain  its  position 

jj  1  There  are  six  of  these  termini,  which  it  may  be  useful  to  enumerate,  together 

t*  with  the  principal  railways  that  use  them  :— 

I;  Illinois  Central  Depot— Illinois  Central;  Michigan  Central. 

:'  Chicago  and  NortUioestern  Depot— Ch.  and  N.  W.  Ry. 

[:  Union  D-pot—Ch.  and  Alton;  Oh.  Burlington  and  Quincy;  Ch.,  Milw.,  and  St. 

■fi  Paul;  Pennsylvania. 

Ii!  Lake  Shore  Depot— IjBike  Shore;  Rock  Island;  Nickel   Plate   (N.  Y.,  Ch.  and  St. 

^'  L.  Railroad). 

t\  State  Street  Depot.— Ch'ic&go  and  Erie,    Ch.    and  E.  Illinois,    Oh.    and  Grand 

/  Trunk,  Atchison,  Wabash,  and  Louisville,  N.  A ,  and  Chica:;o. 

J"  Grand  Central  ^epo^— Wisconsin  Central,   Chicago,  St.  Paul  and  Kansas  City, 

*  and  Baltimore  and  Ohio. 

*••  .  These  stations  are  used  under  various  agreements,  the   proprietor  company 

l  usually  receiving  rent.    An  exception  is  made,  however,  in  the  case  of  the  State 

['  Street  Depot.  This  belongs  to  the  Chicago  and  Western  Indiana  Company,  acor- 

I  poration  with  a  capital  of  $5,000,000  which  is  owned  in  shares  of  $1,000,000  each 

I  by  the  Erie,  Grand  Trunk,  Wabash,  Atchison  and  Albany  lines,   which  pay  a 

I  rental  and  receive  dividends. 
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as  such,  other  centres  are  rapidly  springing  up.  St.  Louis, 
in  the  South,  rivals  it  in  so  far  as  it  has  established  itself 
as  the  metropoUs  of  the  Southwest;  other  towns,  still  tribu- 
tary to  Chicago,  are  endeavouring  to  become  centres  of 
smaller  regions,  and  without  detracting  from  the  importance 
of  Chicago,  to  which  all  are  tributary,  a  number  of  centres 
are  growing  up  which  in  course  of  time  will  undoubtedly 
develop  into  viast  cities.  There  is,  for  example,  St.  Paul, 
situated  at  the  head  of  Mississippi  navigation.  This  young 
municipal  giant  did  not  exist  in  1845,  and  in  1880  had  but 
little  more  than  40,000  inhabitants.  At  present  it  counts 
200,000,  is  the  centre  of  a  vast  trade,  and  its  streets 
'downtown'  and  suburban  residences  may  compare  with 
any  in  the  world.  There  are  tall  office  buildings  vieing  in 
height  with  the  *sky  scrapers'  of  New  York  or  Chicago, 
and  sometimes  exceeding  them  in  splendour,  like  the 
palatial  buildings  of  the  Olohe  and  the  Pioneer  Press.  The 
main  streets  have  a  wooden  pavement,  fine  and  clean,  such 
as  no  Eastern  city  can  boast  of,  and  are  lined  with  beautiful 
shops  and  luxurious  hotels.  Through  these  streets  electric 
tramways  rush  at  an  alarming  rate  of  speed,  with  people 
jumping  in  and  out  while  they  are  in  motion.  In  the 
business  district  there  is  a  hum  and  bustle  quite  out  of 
proportion  to  the  town's  size,  at  least  accordmg  to  European 
notions.  To  give  some  idea  of  the  trade  of  this  young 
metropoUs,  t  will  mention  the  following  statistics  relating 
to  1890  supplied  to  me  by  the  secretary  of  the  local  Chamber 
of  Commerce.  Manufactures:  output  represents  $61,720,595, 
wholesale  trade,  $122,223,048.  Real  estate:  transfers,  5,608; 
value  of  proporiies  dealt  in,  $20,502,820.  Clearings  of  the 
21  local  banks,  $225,564,897.  Assessed  value  of  real  estate, 
$130,768,000  (real  value  is  twice  as  large).  Length  of  all 
streets,  492  miles;  length  of  tramways,  99  miles ;  number  of 
churches,  138.  There  are  waterworks  supplying  8,000,000 
gallons  per  diem,  93  schools  with  18,000  pupils,  and  28 
railroads   (including   tramways)  with  18,472  miles  of  track 

American  llailroads  29 
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centreing   there — a   mileage   nearly   as  great  as  that  of  all 
railways    of  the   United   Kingdom.     173,579   freight   cars 
arrived  in  1890,  and  it  is  claimed  that  the  average  number 
of  railway   trains   entering   daily  exceeds  150.    These  few 
figures   will   convey   some   idea   of  the   importance   of  St. 
Paul,   but   the   most   marvellous  thing  has  yet  to  be  told: 
at    its    very    door    another    city   has   sprung    up   which 
surpasses    it    in   all   respects.     Eight    bridges    are    built 
across  the  Mississippi,  thus  connecting  St.  Paul  with  Minne- 
apolis, situated  a  little  farther  North  on  the  opposite  shore. 
This   town,    although   but   sixteen   years   old,  has  225,000 
inhabitants,  increasing,   it  is  claimed,  at  the  rate  of  30,000 
per  annum.    Its  trade  in  all  departments  is  larger  than  that 
of  St.   Paul,    and   so   are  its  bank  clearings.    Minneapolis 
owes  its  rapid  growth  to  the  immense  amount  of  water  power 
of  the   Mississippi    and  Minnehaha  rivers,  which  move  the 
wheels  of  many  industrial  establishments,  among  which  flour 
mills    preponderate.     In    1890,    6,998,000    barrels    of  flour 
were   turned  out,  and  in  1891,  on  account  of  the  abundant, 
crops,  8,000,000.    The  local  receipts  of  wheat  in  Minneapolis 
amounted   to   over   4,250,000   bushels,   which   is   twice  as 
much  as  the  figure  for  New  York,  and  more  than  those  of 
Chicago,    Duluth,    and   St.  Louis  combined.    There  are  21 
pubhc  and  private  grain  elevators  with  an  aggregate  capa- 
city   of   16,315,000   bushels.      The   lumber   mills    cut   the 
stupendous  quantity  of  343,573,762  feet,  equal  to  l-12th  of 
the   output    of  all  Michigan,  hitherto  the  lumber  State  j^ar 
excellence.    Minneapolis   has   been   able  to  excel  St.  Paul, 
and   the   young   twin    cities,    giant   towns    in    embryo,   lie 
closely  together  and  constitute  the  commercial  centre  of  the 
great   Northwest.    It   has    recently   been    proposed   by  St. 
Paul   to    amalgamate   the   two  municipahties,  but  the  offer 
was  declined  by  MinneapoUs  which  hopes  to  absorb  St  Paul. 
There  exists  a  remarkable  jealousy  between  the  two  towns 
and  their  respective  inhabitants  which  is  not  always  charming 
in  its  expressions.  But  it  causes  improvements  and  growth — 
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to  a  certain  extent,  however,  inflation  and  over- speculation  too. 

Tlie  country  from  which  these  two  towns  draw  their  vital 
powers  consists  of  the  States  of  North  Dakota,  South 
Dakota,  and  Minnesota.  The  latter  produced  in  1890  about 
40,000,000  bushels  of  wheat,  24,000,000  bushels  of  corn, 
and  55,000,000  bushels  of  oats;  and  the  two  Dakotas,  which 
contain  the  best  wheatlands  of  the  world,  50,000,000  bushels 
of  wheat,  17,000,000  bushels  of  corn,  and  39,000,000  bushels 
of  oats,  the  crops  of  1891  being  about  40  per  cent, 
larger  on  account  of  their  excellence  and  the  increased 
area  under  cultivation.  But  what  makes  these  figures  especi- 
ally significant  is  that  76  per  cent,  of  the  soil  of  Minnesota 
and  94  per  cent,  of  that  of  the  Dakotas  is  not  yet  under 
cultivation.  When  this  empire  is  as  thickly  settled  as  Ohio, 
which  it  may  be  in  15  years,  its  productive  capacity  will 
amount  to  at  least  1,000,000,000  bushels  of  wheat,  400,000,000 
bushels  of  corn,  and  1,100,000,000  bushels  of  oats  per  annum. 

With  such  possibihties  it  would  require  more  than  a 
sceptic  to  disbelieve  in  the  future  of  these  towns.  Yet 
St.  Paul  and  Minneapolis  are  by  no  means  exceptions.  As 
we  shall  see  below,  a  city  is  springing  up  at  the  head  of 
Lake  Superior  under  conditions  that  seem  to  fully  justify  the 
glowing  forecasts  which  are  made  with  regard  to  its  future. 
Further,  Omaha,  the  metropolis  of  Nebraska,  is  a 
counterpart  of  St.  Paul,  Kansas  City,  the  commercial  outlet 
of  Kansas,  likewise ;  Sioux  City  has  similar  prospects,  and  so 
have  Des  Moines  in  Iowa,  Peoria  in  Illinois,  and  a  dozen 
other  points.  Even  Dakota  is  producing  its  commercial  centre 
in  Bismarck.  Nor  could  it  be  otherwise.  A  growing  region 
half-a-million  square  miles  in  extent  cannot  continue  to  con- 
centrate its  entire  commerce  in  one  focus:  it  needs  local 
centres.  The  rise  of  such  does  not  necessarily  intercept  vital 
powers  on  their  way  to  the  greater  centre  it  increases  the 
supply;  and  hence  the  more  Omaha  and  St.  Paul,  Kansas 
City  and  Minneapolis,  Duluth  and  Des  Moines  grow,  the 
better  for  Chicago. 

29* 
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The  Northwest  has  been  develope  dentirely  by  its  rail- 
roads. Had  these  not  boldly  ventured  into  the  wild  unsettled 
country  the  entire  region  might  still  be  little  better  than  a 
wilderness.  But  the  enterprising  men  who  went  out  to  con- 
quer the  prairie  for  the  benefit  of  mankind  recognised  that 
there  was  no  possibility  of  development  until  the  'fiery 
buffalo  running  along  the  iron  snake '  had  made  the  isolated 
plains  accessible,  and  hence  they  did  not  hesitate  to  build 
the  roads  without  which  no  settlers  would  have  come.  The 
Chicago  and  Northwestern  was  the  first  to  reach  the 
Mississippi,  the  Rock  Island,  Burlington,  arid  St.  Paul  rail- 
roads followed.  1865  saw  the  completion  of  the  first  line 
to  the  Missouri,  and  the  establishment  of  the  junction  with 
the  Union  Pacific  which  was  the  first  road  giving  unbroken 
rail  connection  across  the  continent.  Extensions  beyond  the 
Missouri  were  soon  undertaken,  and  numerous  'feeders' 
were  constructed  in  Illinois,  Iowa,  Wisconsin,  etc.,  until 
gradually  there  came  into  existence  an  extraordinary  con- 
glomeration of  railroads  diverging  from  Chicago  like  rays 
of  a  huge  semi-circle.  To-day  eleven  giant  systems  with 
twenty  main  lines  and  more  than  fifty  thousand  miles  of 
track  radiate  from  the  common  centre  to  all  points  of  the 
West,  and  give  to  every  point  direct  communication  with 
Chicago.  In  some  parts,  notably  in  Illinois,  Iowa  and  Wis- 
consin, the  density  of  the  network  of  rails  in  proportion  to 
the  population  by  far  exceeds  that  of  England  and  Belgium. 
Illinois,  with  its  4,000,000  inhabitants,  has  (1891)  10,130 
miles  of  railroads,  Belgium,  with  a  population  of  5,000,000, 
5,174  miles;  and  Belgium  has  the  densest  network  of  all 
countries.  Iowa,  Minnesota  and  Nebraska  all  have  greater 
mileage  than  this  httle  kingdom  though  they  contain  far  less 
people. 

That  under  these  conditions  competition  has  reached  the 
pinnacle  of  intensity  goes  without  saying.  Nine  roads  or 
combinations  of  roads  compete  for  traffic  between  Chicago 
and   Des   Moines,   seven   between  Chicago  and  Peoria,  six 
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between  Chicago  and  Omaha,  nine  between  Chicago  and  Kansas 
City,  seven  between  Chicago  and  St.  Paul ;  and  no  argu- 
ments are  required  to  estabUsh  the  fact  that  competition 
on  a  scale  which  would  be  excessive  even  in  Belgium  or 
England  is  too  great  in  a  half-settled  country.  There  are 
in  the  United  States,  as  we  have  shown  before,  compen- 
sating influences.  The  railroads  have  no  other  agencies  of 
transportation  to  compete  with,  and  they  convey  heavy 
staples  over  long  distances ;  but  in  spite  of  these  advan- 
tages the  Northwestern  systems  fail  to  do  that  amount  of 
business  which  they  should  if  compared  with  other  roads. 
Let  us  take,  for  instance,  the  Chicago  and  Northwestern; 
it  has  a  much  greater  mileage  than  the  New  York  Cen- 
tral, yet  does  a  much  smaller  business,  both  passenger  and 
freight ;  the  St.  Paul  transports  less  than  the  Erie,  and  so 
on.  It  is  evident  that,  to  offset  the  smaller  volume  of 
business,  good  rates  must  be  charged  unless  the  capital 
employed  waive  its  claim  to  retui*ns ;  but  unfortunately  the 
same  agency  which  causes  the  supply  of  transportation  to 
exceed  the  demand  for  it  also  tends  to  reduce  rates.  Con- 
cerning the  latter  we  need  not  repeat  any  of  the  facts 
which  have  been  dealt  with  in  preceding  pages ;  but  with 
regard  to  Northwestern  rates  in  particular  it  must  be  re- 
marked that  they  are  better  than  Eastern  and  Central,  and 
admit  of  a  higher  profit  per  unit  of  freight;  and  this 
explains  why  the  group,  taken  as  a  whole,  offers  satisfac- 
tory returns  upon  an  inflated  capitalisation  notwithstanding 
the  very  small  business  per  mile  of  road.  Indeed,  in  view 
of  this  fact  it  would  appear  that  the  transportation  com- 
panies in  spite  of  their  constant  complaints  have  little 
reason  to  be  dissatisfied  with  their  tariffs ;  and  all  that 
has  been  said  to  the  contrary  notwithstanding,  it  seems  that 
rate  wars  are  prevented  from  becoming  ruinous  by  a  keen 
instinct  of  self-preservation  inherent  in  even  the  most  reckless 
'cutter.'  As  long  as  an  entu^e  group  of  railroads  offers  good 
if  not  excellent  returns  upon  the  capital  employed,  the  com- 
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petition  it  is  exposed  to  cannot  possibly  be  called  destruc- 
tive, no  matter  how  keen  it  is.  There  can  be  no  doubt 
that  less  competition  would  be  better  for  the  companies, 
and  it  is  equally  certain  that  the  present  returns  upon 
capital  are  not  large  enough  to  compensate  for  past  losses; 
nevertheless,  rates  as  they  are  to-day  cannot  be  designated 
otherwise  than  as  satisfactory. 

We  need  not  refer  here  to  the  rate  question  in  general, 
to  the  attitude  of  State  Legislatures,  etc.,  these  subjects 
having  been  fully  discussed  in  previous  chapters;  but  a 
few  exceptional  matters  which  apply  exclusively  to  the 
Western  groups  call  for  special  notice.  There  is,  in  the 
first  place,  this  pecuUarity — that  Western  roads  are  as  a 
rule  constructed  before  they  are  wanted,  and  this  naturally 
reacts  upon  their  success  as  financial  enterprises.  Nearly 
every  system  contains  Unes  which  offer  no  direct  retui^n, 
roads  built  in  anticipation  of  traffic  that  had  to  be  created ; 
these  increase  capitalisation  and  in  consequence  diminish 
profits.  This  poUcy,  common  to  all  Northwestern  roads,  has 
been  frequently  criticised,  and  especially  abroad,  where  peo- 
ple did  not  understand  the  peculiar  conditions  of  the  North- 
west, it  has  been  invariably  condemned.  There  have  been  a 
few  companies  which  until  recently  rarely  indulged  in  ex- 
tensions, with  the  result  that  such  systems  attained  maturity 
before  others,  and  paid  high  dividends  while  others  did  not, 
and  these  few  cases  were  referred  to  as  proof  positive  of 
the  assertion  that  the  policy  of  extension  is  risky  if  not 
ruinous.  Beyond  his  dividend  the  average  shareholder  does 
not  look,  and  hence  the  'constant  extensions '  were  generally 
denounced.  Nevertheless,  they  were  carried  on  by  the  more 
far-sighted,  who  had  confidence  in  the  future  of  the  countrj^ 
and  endeavoured  to  anticipate  its  needs  in  order  to  attract  to 
then-  system  the  largest  amount  of  freight  and  revenue; 
in  addition  they  recognised  the  necessity  of  protecting  the 
.local  traffic  of  their  line,  present  and  future.  It  may 
be   well   to   state   here   that    a   feeder   in   America  and  a 
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branch  in  Europe  are  two  entirely  different  things.  In  the 
Old  World,  it  is  as  a  rule  an  insane  idea  to  build  a  branch 
where  there  is  no  business ;  in  the  New  it  is  often  a  neces- 
sity. By  constructing  a  feeder  a  railroad  brings  new  settlers 
into  a  country— settlers  who  would  otherwise  have  gone 
somewhei'e  else.  Now,  it  is  the  business  of  every  railway 
to  get  the  region  tributary  to  its  main  Unes  populated  as 
soon  as  possible,  and  hence  all  strive  to  attain  this  purpose 
at  the  earUest  moment;  the  eager  bidding  for  settlers  is, 
indeed,  one  of  the  most  pronounced  forms  of  railroad  compe- 
tition in  the  West.  In  this  respect  all  companies  are  competitors 
though  their  lines  may  be  separated  by  hundreds  of  miles. 
The  Missouri  Pacific,  for  example,  is  a  formidable  rival  of 
the  Great  Northern,  though  at  the  nearest  point  the  two  roads 
lie  four  hundred  miles  apart.  Gould's  system  endeavours  to 
bring  to  Kansas  the  settlers  that  'Jim  Hill's  road'  invites 
to  come  to  Dakota;  and  for  that  reason  these  two  roads 
compete  with  each  other  as  much  as  two  Unes  connecting 
St.  Paul  with  Chicago,  and  perhaps  more. 

To  return  to  the  construction  pohcy,  there  can  be  no 
doubt  that  if  judiciously  carried  on  it  is  the  only  com- 
mendable course.  A  road  without  branches  is  a  tree  without 
roots,  and  the  soundness  of  the  policy  can  be  proven  in 
more  than  one  way.  The  most  conservative  systems,  which 
for  some  time  past  have  abstained  from  construction  as 
much  as  they  could — notably  the  Northwestern  and  Rock 
Island — have  of  late  resumed  it  at  a  rapid  pace;  the  latter 
has  even  deliberately  sacrificed  its  high  and  regular 
dividends  for  the  sake  of  extension,  a  fact  which  may 
be  regarded  as  conclusive  evidence  of  the  absolute  neces- 
sity of  such  procedure  to  all  those  roads  which  desire  to 
maintain  their  traffic  and  their  prestige.  The  North- 
western —  it  may  be  well  to  remind  the  reader  of 
the  fact  that  it  is  a  Vanderbilt  line— which  formerly 
shirked  extensions  more  than  other  roads,  has  become  very 
aggressive   of  late.    The   St.   Paul,  on  the  other  hand,  has 
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been  noted  for  its  deteimined  construction  of  feeders. 
Apparently  these  have  never  very  seriously  reduced  its 
income,  for  the  St.  Paul  makes  as  good  profits  as  most 
other  companies;  it  had  to  suspend  the  payment  of  divi- 
dends on  its  common  stock,  but  the  cause  lay  in  quite 
another  direction.  The  construction  of  'feeders'  has  done 
very  httle  dhect  harm,  while  it  promises  to  bear  golden 
fruits  as  soon  as  the  country  is  fully  developed.  The  crops 
of  1891  have  gone  a  long  way  towards  proving  the  excel- 
lence of  the  'feeder'  policy,  for  the  St.  Paul  saw  an  in- 
crease of  $4'8  millions  against  the  Chicago  and  North- 
western of  $3*7  millions,  and  this  difference  is  entirely  at- 
tributed to  the  '  feeders '  of  the  St.  Paul.  Both  lines,  as  is 
well  known,  practically  serve  the  same  region,  and  are 
subject  to  those  severe  fluctuations  in  the  state  of  trade  to 
which,  as  oneof  the  principal  chavacteristics  of  the  Northwest, 
it  may  be  well  to  draw  renewed  attention. 

Amongst  a  few  other  matters  of  which  it  is  desirable 
to  speak  in  this  chapter  are  the  rise  of  Duluth  and  the 
competition  of  the  Canadian  Pacific.  It  is  well  known  that 
all  Northwestern  railroads  converge  towards  Chicago ;  indeed, 
until  a  few  years  ago  they  could  at  no  other  point  meet 
Eastern  connections.  But  of  late  Ddluth  and  the  'Soo' 
hues  have  commenced  to  divert  traffic  from  its  old  route. 
Duluth  lies  at  the  head  of  Lake  Superior,  and  to  realise  its 
geographical  advantage  we  must  take  a  map  and  draw  a  straight 
line  from  that  town  to  Chicago;  with  tliat  as  a  level  basis 
we  draw  another  line,  so  that  it  meets  the  first  at  perfectly 
right  angles  and  in  the  middle.  All  points  West  of  this 
second  line  He  nearer  to  Duluth  tlian  to  Chicago,  and  this 
area  covering  nearly  one-half  of  the  States  it  follows  that 
for  an  immense- part  of  the  country  Duluth  is  a  nearer  outlet 
than  Chicago,  the  Lal^es  Superior  and  Michigan  being  so 
situated  that  a  vessel  from  Duluth  can  reach  Buffalo  as  soon 
as  one  from  Chicago,  although  the  distance  by  land  is  nearly 
twice   as   far.    Hence  in  the  case  of  eveiy  point  which  is 
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closer  (by  rail),  Duluth  ought  to  be  the  natural  outlet  for  all 
produce  destined  for  the  East  and  Europe,  and  this  fact  has 
caused  the  greatest  expections  to  be  entertained  with  regard 
to  the  future  of  the  young  town,  as  will  be  seen  from  the 
following  pubUc  utterances  widely  circulated  by  the  ener- 
getic secretary  of  the  local  Chamber  of  Commerce: — 

Thaddeus  Stevens,  1861— "At  the  head  of  Lake  Superior  will  grow  u^  one  of 
the  largest  cities,  perhaps  the  largest,  on  this  continent." 

Stephen  A.  Douglas— "A  city  at  the  head  of  Lake  Superior  has  more  possi- 
bilities for  the  future  than  any  city  on  Lake  Michigan." 

Horace  Greely,  1865— "At  the  head  of  Lake  Superior  there  will  be  seen  a  city 
rivalling  any  which,  in  ages  gone  by,  has  enjoyed  the  commerce  of  the  East " 

Jay  Oooke,  1890—"  By  the  lakes  it  is  no  further  from  Duluth  to  Buffalo  than 
from  Chicago,  yet  from  Puget  Sound  to  Duluth  is  600  miles  less  than  from  San 
Francisco  to  Chicago.  From  Japan  to  the  Sound  is  800  miles  less  than  from 
Japan  to  San  Francisco,  so  in  Asiatic  traffic  there  is  a  saving  of  1,400  miles." 

Thomas  Lowry,  1891— "Commanding  the  head  of  Lake  Superior,  Duluth  has  a 
manifest  destiny  of  its  own.  In  the  natural  course  of  events  West  Superior 
and  West  Duluth  must  merge  themselves  in  the  older  town  and  form  a  great  city." 

Joaquin  Miller  on  Chicago  in  New  York  Independenfy  1889— "Chicago  will 
surpass  New  York  as  New  York  has  passed  Boston.  Finally  another  and  still 
higher  round  in  the  ladder  will  be  reached  in  Duluth." 

Editorial  in  Boston  Ailverliter.  1888—"  Indeed,  Diiluth's  strategical  position 
makes  it  as  near  New  York  and  Liverpool  as  Chicago." 

Editorial  in  Bradatrrera^  18S9— "It  is  easy  to  believe  that  when  even  the 
memory  of  Proctor  Knott  shall  be  forgotten,  Duluth  will  be  a  ruling  power  in 
the  land." 

Editorial  in  New  York  Evening  Post,  1890—"  We  think  of  Duluth  as  far  away 
from  Nebraska,  but  the  distance  from  Omaha  to  Duluth  is  the  same  as  from 
Omaha  to  Chicaj^o,  and  of  all  the  great  country  north  of  Omaha,  Duluth  is  the 
natural  outlet." 

Editorial  in  London  Financial  Times,  1890—"  Duluth  is  at  present  inferior  to 
Chicago  only  in  size  and  population.  It  is  as  near  as  Chicago  to  the  eastern 
seaboard,  and  much  nearer  the  great  producing  West." 

Hon.  H.  M.  Rice,  advocating  union  of  St.  Paul  and  Minneapolis,  1888— "We 
have  to  consider  Duluth.  It  has  iron,  coal,  wood,  and  can  manufacture  as  choap 
as  we  can.  It  is  as  good  a  distributing  point  as  we  are.  Unless  we  unite,  that 
little  giant  (Duluth)  will  take  the  meat  from  the  oyster  and  leave  us  the  shell.'* 

Editorial  in  St.  Paul  Globe,  1891— "Wheat  has  heretofore  commanded  5  cents 
more  per  bushel  at  Duluth  than  at  Minneapolis,  because  Duluth  is  in  that  pro- 
portion nearer  the  seaboard.  There  is  no  reason  why  a  farmer  should  ship  wheat 
to  Minneapolis  when  the  same  freight  charge  will  carry  it  to  a  market  20  per 
cent,  better." 

Minneapolis  Tribu*>€,  1891— "When  J.  J.  Hill  obtained  control  of  the  Great 
Northern  system  he  conceived  thB  idea,  which  has  remained  with  him  ever  since, 
that  Duluth,  at  the  head  of  navigation,  held  the  key  to  the  traffic  situation, 
and  would  eventually  become  the  great  commercial  center  of  the  Northwest." 

These  prospects,  as  we  have  seen,  are  entirely  based  upon 
the  curious  fact  that  Duluth,  for  all  pui'poses  of  Lake  traffic, 
is   as   near   to   Buffalo   as    Chicago,    although  the  distance 
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overland  is  much  greater.  But  the  Lake  being  closed  by 
ice  during  the  severe  Northwestern  winter,  it  has  been  necessary 
to  give  the  town  direct  and  short  railway  connections  with 
the  East  also  lest  the  advantages  run  to  waste.  The  necessity 
of  conducting  railway  traffic  via  Chicago  would  have  kept  the 
young  city  dependent  upon  the  latter,  and  place  it  at  a  great 
geographical  disadvantage.  The  distance  by  rail  from  Duluth 
lo  Chicago  amounting  to  nearly  600  mUes,  almost  every 
point  would  have  been  as  near  to  Chicago  as  to  Duluth. 
The  Duluth,  South  Shore  and  Atlantic,  however,  provides 
direct  rail  communication  with  the  East,  and  runs  to  Sault 
Ste.  Marie,  commonly  called  "  the  Soo,"  where  it  is  united 
with  the  Canadian  Pacific  by  a  bridge,  thus  forming  a 
through  route  to  New  York  and  Boston  (via  the  Vander- 
bilt  lines)  while  the  same  purpose  is  arrived  at  by  other 
connections  —  for  instance,  along  the  Michigan  Central, 
which  it  meets  in  St.  Ignace,  connected  by  ferry  with 
Mackinaw.  In  addition,  St.  Paul  too,  has  obtained  direct 
railway  communication  with  the  Soo,  the  result  being  that  a 
considerable  portion  of  the  winter  traffic  is  now  diverted 
from  Chicago  by  the  Soo  lines  while  the  summer  freight 
goes  to  Duluth,  which  obviously  in  regard  to  St.  Paul 
traffic  has  the  advantage  of  Chicago.  From  St.  Paul  to 
Duluth  is  156  miles,  and  a  car-load  of  wheat  (15  tons)  at 
the  rate  of  0.6  cents  per  ton-mile,  therefore  costs  $14.40. 
At  the  same  rate,  a  carload  to  Chicago,  415  miles,  would 
cost  $36.35,  the  difference  between  the  two  being  over 
$22  in  favour  of  Duluth,  which  along  the  Lakes  is  as  near 
to  Buffalo,  and  along  the  Soo  line  as  near  to  the  sea- 
board, as  Chicago. 

The  advantages  of  Duluth  have  by  no  means  been  re- 
cognised with  satisfaction  by  the  railways  in  this  section. 
Every  one  of  them  has  been  built  to  carry  the  country's 
produce  to  Chicago,  and  therefore  when  the  movement  of 
part  of  the  crops  became  directed  towards  another  centre,  a 
condition    arose   the   importance  of  which  cannot  be  easily 


CHAP.  XXX       THE  NORTHWEST  AND  ITS  RAILROADS.  459 

imagined.  Instead  of  getting  long  hauls  to  Chicago,  whence 
all  hnes  lead,  there  came  comparatively  short  hauls  to 
Duluth,  where  no  railway  had  a  terminus.  And,  although 
with  this  sentence  the  case  is  stated  in  an  epigram,  it  will 
requh^e  some  thought  to  grasp  the  immensity  of  its  meaning. 
To  aggravate  the  situation,  both  the  Duluth,  South  Shore  and 
Atlantic,  and  the  MinneapoUs,  St.  Paul  and  Sault  Ste.  Marie 
railroads  fell  into  the  hands  of  the  aggressive  Canadian  Pacific, 
and  a  new  and  vigourous  competitor  entered  the  field.  Were 
that  competitor  on  an  equitable  footing  with  the  existing 
roads  the  case  might  not  be  so  bad;  five  or  ten  thousand 
cars  of  freight  are  really  of  Uttle  significance  in  such  a 
region.  But,  unfortunately,  the  Canadian  Pacific  is  not 
bound  by  the  "fourth  clause''  of  the  Interstate  Commerce 
Act  (p.  46),  and  the  American  roads  are.  The  Canadian 
Pacific  may  make  any  .through  rates  it  pleases  without  being 
compelled  to  lower  its  local  tariifs,  but  the  other  hnes  can- 
not (Chap.  XXXVn.)  Thus,  with  all  odds  against  them,  the 
railroads  could  not  do  much  to  prevent  the  rise  of  Duluth. 
For  a  long  time  they  endeavoured  to  kill  the  young  town 
by  discriminations.  Every  point  was  brought  as  near  to 
Ciiicago  as  to  Duluth,  no  matter  whether  the  distance  from 
the  former  was  500  miles  in  excess  of  that  from  the  latter. 
But  the  Granger  and  Interstate  Laws  soon  stopped  this, 
and  the  natui^al  advantages  ofDuluth  began  to  assert  them  selves; 
the  fourth  clause  even  proved  beneficialto  that  town  and  the 
Soo  line.  The  new  condition  of  affairs,  however,  is 
more  unpleasant  than  serious.  Even  if  some  traffic  is 
diverted  to  Duluth  and  the  Soo,  the  growing  country  sup- 
plies every  year  more  which  has  no  other  natural  outlet 
than  Chicago.  But  Duluth  will  undoubtedly  develop  into  a 
second  Chicago.  The  population  already  numbers  30,000,  and 
5,000  vessels  go  to  Buffalo  and  Erie  in  the  course  of  a  year. 

In  all  sections  of  the  Northwest  competition  is  extremely 
vigourous,  but  as  its  extent  "vvtU  be  sufficiently  illustrated  in 
succeeding  chapters,  -there  is  no  hecessity  to  discuss  or  des- 
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cribe  it  at  length  now.  We  may,  however,  mention  that  in 
spite  of  the  vigourous  competition  between  main  points  and 
Chicago,  most  lines  have  parcelled  oat  for  themselves  their 
own  region,  and  the  sphere  of  influence  of  all  might  be 
shown  by  lines  running  into  each  other  like  the  colours 
of  a  spectrum.  A  similar  illustration  would  show  the  traffic 
centres  of  the  different  systems  to  follow  each  other  in  the 
following  sequence:  Northern  Pacific,  St.  Paul,  North- 
western, Illinois  Central  (Sioux  City  line),  Rock  Island, 
Wabash,  Alton. 

Diagram  showing  the  Connections  of  the  leading  Northwestern 
railroadu  with  the  principal  points  in  the  region. 
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As  is  well  known,  all  these  lines  cany  the  produce  of 
the  Northwest  to  Chicag'o,  and  the  share  each  has  of  the 
traffic  in  various  products  is  amply  illustrated  by  the  sub- 
joined tables  taken  from  the  Chicago  Board  of  Trade  Report 
for  1890. 
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Table  showing  Apportionment  of  Grain  Traffic  to  the  six  prin- 
cipal Granger  lines  leading  to  Chicago,  (1890), 


Northwestern . 

St.  Paul 

Illinois  Cent... 

Burlington 

Rock  Island... 
Alton 

Flour. 
Brls. 

Wheat 
Bshls . 

Corn. 
B6hls. 

Oats. 
Bshls. 

Bye. 
Bshls. 

Barley. 
Bshls. 

Total  No 
of  curs. 

500,881 
592,684 
3,540 
1,273,684 
128,276 
138,798 

1,098,702 
295,449 
11,400 
690,322 
169,460 
128,108 

4,539,080 
1,380,781 
5,832,850 
7,396,951 
2,435,998 
2,037,309 

6,973,559 
4,080,419 
7,702,000 
9,206,378 
6,492,328 
1,903,407 

493,917 
517,959 

79,100 
390,133 
130,922 

17,814 

2,848,066 

1,258,846 

311,900 

281,084 

456,084 

625 

26,447 
15,165 
17,400 
31,407 
12,087 
6,742 

2,637,863 

2,393,441 

23,622,969 

36,358,091 

1,629,845 

5,156,605 

109,248 

Table   showing  Receipts  of  Cattle  and  Lumber  in  Chicago  by 
routes.  (1890). 


Route. 


Hogs. 


Cattle. 


Sheep. 


Lumber. 


Shingles  • 


Millon   feet. 


Northwestern 

Illinois  Central 

Rock  Island  &  Pacific... 

Burlington  &  Quincy 

Alton 

Chicago  &  East  Illinois  . . 

St.  PauL 

Wabash 

Chicago 

Atchison 

Wisconsin  Central  RR 


1,358,479 

465,784 

437.440 

149,741 

837,099 

185,803 

61,69(:) 

62.491 

778,890 

302,388 

157,028 

7,329 

1,942,953 

898,231 

258121 

19.727 

352,341 

314,970 

233,990 

14,541 

173,640 

46,830 

18.473 

5a600 

924,341 

460,768 

391,353 

75.445 

470.611 

242,134 

143.357 

14,388 

298,983 

115,357 

221325 

44 

298,559 

405,124 

96.946 

1.163 

23,936 

18,788 

112.368 

31,233 

61.788 
82.154 
46,951 
122.987 
59.756 
73,801 
31659 
49.158 
22.413 
21.686 
638 


The  following  shows  the  importance  of  coal  freights  to 
various  Unes  terminating  in  Chicago.  It  will  be  seen  that 
more  than  a  million  tons  of  coal  are  still  received  by  way 
of  the  Lake.  The  comparative  decline  of  Lake  traffic,  to 
which  repeated  reference  has  been  made,  is  indicated  by 
another  statement  with  regard  to  which  it  should  be  remem- 
bered that  since  1870  the  tonnage  carried  by  railways  has 
increased  almost  800  per  cent. 
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Receipts  and  Shipments  of  Coat  in  Chicago  during  1890,  hy  roKJes: 


Biaitfd  anil  Mj,pid  b/i 

"t^H^ 

^rt«"'' 

Lahe 

Csual 

1,100.562 

2B.131 
210,371 

502,874 
1,111,960 

71 
5,813 

=Si 

S3,S«1 

159,488 
17,093 
9.219 

gi 
'■IS 

9,714 
3,911 

J293.'« 

23,84.^ 

73,832 
^3,419 

27351 

556,607 
150,518 
13,471 
55,624 

Cleveland,  Cincinnati,  Chiewo  &  St.  Lonis  EailToad.. 

Pittsborl;  Cindanatl,  CbioBBO  &  St.  Lonis  Eailcoad. 

4,737,884 

72*,019 

Lake  Traffic  of  Chicago. 


r..„ 

Arr, 

Dflil. 

Yfarl 

nmrsRHf. 

TeMi, 

T«„«S, 

r«.i,     ,!■«««,, 

12.739 
12320 
12,824 
11.858 
10827 
10.488 
a.621 
10.233 
10,490 
11.859 
13^18 
13.048 
13,351 
11.967 
11,354 
m744 
11,157 
11,860 
10,969 
10,804 
10.507 

3049'^  1 
30B6101  1 
30^9  j" 
3,^2.  911 
31B5h31 
ai2.l«4 
30890" 
35-4  3„ 
360M5.U 
38H7tH('; 
4610  911'   1 
4.533  5oM  1 

3  8P4h4 
3-'5tie3 
3a>3936 
39^318  || 
4.328292   ' 
43B0  68    1 
5102.-BO   1 
5,138.953 

870 
871 

M 

W7 
•<& 

•ra 
m. 

885 

887 
88S 

SHU 
890 

1''433 
P1I2 
1''531 
118~B 
10720 
10  607 

10  ■^ 

1    rH 
13  W 

llii-h 

10  98 
11215 
12023 

10984 
10.547 

2.9839*2 
3082.235 
1017.790 
3.138,803 
ai34J578 
3157051 
3078,261 
3,311.083 
3  631,139 
3>170,300 
4 137,382 

4»4,i)9H 
3 1S0,873 
3  ol,723 
3(irti.289 
3  930.783 

4496.898 
51o5041 
5.150,865 

CHAPTER  XXXI. 

THE    CHICAGO,    MILWAUKEE   AND   ST.    PAUL   RAILROAD. 

This  company  was 'the  first  to  establish  direct  rail  con- 
nection between  Chicago  and  St.  Paul.  In  1864,  when  the 
boomers  themselves  felt  not  quite  sure  as  to  whether  Clii- 
cago  was  to  be  the  capital  of  the  Northwest  or  Milwaukee; 
when  Minnesota  was  still  a  temtory,  St.  Paul  an  obscure 
hamlet,  and  Minneapolis  altogether  unknown ;  in  short,  when 
the  'great  Northwest'  as  we  know  it  to-day  was  terra 
incognita  even  to  most  Americans,  a  few  shrewd  capi- 
talists united  a  number  of  local  Imes  around  Milwaukee  in 
Wisconsin  and  named  the  consolidated  system  the  Milwaukee 
and  St.  Paul  RR.  The  aim  of  the  company  was  to  extend 
the  road  into  Minnesota  and  the  Dakotas,  and  to  develop 
this  region,  then  a  wilderness  almost  entirely  devoid  of  inha- 
bitants other  than  red  men. 

Almost  from  the  moment  it  came  into  being  the  young 
system  grew  in  importance.  The  purchase  of  the  St.  Paul 
and  Chicago,  eifected  soon  after  the  consohdation,  gave  it  a 
through  Une  between  St.  Paul  and  Milwaukee.  In  1874 
the  extension  from  Milwaukee  to  Chicago  completed  a  con- 
tinuous route  between  Chicago,  Milwaukee  and  St.  Paul, 
and  the  companies  owning  the  three  sections  were  amalga- 
mated, the  new  corporation  receiving  its  present  name.  Soon 
afterwards  the  Western  Union  Railroad  Company,  which  owned 
hues  in  Blinois  and  Iowa,  was  obtained  control  of,  and 
leased   for   999    years  in  1879;  and  in  the  meantime  many 
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extensions  and  feeders  had  been  built.  By  1882,  wJien 
Chicago  had  long  established  itself  as  metropoUs  of  the  West, 
a  direct  Une  terminating  in  Council  Bluffs  on  the  Missouri 
river  (opposite  Omaha)  was  completed,  this  road  increasing 
the  length  of  the  system  to  4,296  miles.  Since  then  extension 
has  continued  at  a  rapid  pace,  and  to-day  the  St.  Paul  is  the 
largest  Northwestern  system  but  one,  embracing  6,198  miles 
of  road  directly  connecting  Kansas  City,  Omaha,  Sioux  City, 
Chamberlain,  Fargo,  St.  Paul,  Minneapolis  and  Milwaukee 
with  Chicago,  and  pouiing  the  produce  of  an  empu^e  272,000 
square  miles  in  extent  into  the  Western  metropoUs.  In  Chi- 
cago two  main  lines  converge;  firstly,  that  from  Council 
Bluffs,  connecting  with  the  Union  Pacific  and  other  roads 
for  the  Far  West  as  well,  as  with  Kansas  City,  and  secondly 
the  old  line  from  St.  Paul  and  Milwaukee,  which  has  three 
tributaiies  running  almost  parallel  through  Iowa,  Minne- 
sota and  Dakota  and  extending  from  the  Lake  to  the 
Missouri  and  beyond.  In  addition  to  these  four  main  lines 
with  a  Western  du-ection  there  is  one  which  follows  the 
Mississippi  from  the  twin  cities  to  CUnton,  la.,  and 
another  connecting  Minneapohs  and  St.  Paul  with  Rock 
Island,  111.;  at  the  same  time  scores  of  small  "feeders'' 
penetrate  into  the  adjacent  districts. 

The  following  is  a  summary  of  the  various  lines  of  which 
the  system  is  composed  (June,  1892.) 

Lines  in  Illinois    . 318*08  miles. 

„       „  Wisconsin l,37-4-66  ,, 

„       „  Iowa 1,553*27  „ 

„       „  Minnesota 1,120*09  „ 

„  North  Dakota 118*21  „ 

„       „  South  Dakota 1,096*82  „ 

„       „  Missouri 14027  „ 

Total  length  of  main  track  owned.  5,721*40  „ 

Operated  under   trackage  agreement.    .    .  4500  „ 
Milwaukee  and  Northern  (controlled  but 

not  included  in  earnings) 36200  „ 

Total  operated    ....  6,128*40  „ 
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The  original  road  from  Chicago  to  St.  Paul  has  always 
bieen  the  main  line;  no  matter  what  changes  have  been 
wrought  since  the  days  when  a  journey  from  Chicago  to 
St.  Paul  occupied  36  hours,  in  this  respect  there  has  been 
no  alteration.  But  new  lines  were  added,  and  both  from 
La  Crosse  and  St.  Paul  extensions  were  boldly  projected  and 
constructed  in  straight  hues  running  for  hundreds  of  miles  into 
the  Northwestern  country.  Settlers  went  Westward,  following 
the  vague  trails  intersecting  the  broad  prairie;  and  the  St. 
Paul  either  followed  in  their  wake  or  led  the  way,  eager 
to  carry  to  the  Lake — first  the  timber  of  which  the  virgin 
soil  was  cleared,  then  the  grain  and  cattle  from  the  new 
farms,  and  always  bent  upon  developing  the  country  adjacent 
and  tributary  to  its  lines.  As  years  went  by  the  region 
gained  in  population  and  wealth,  and  despite  a  growing  com- 
petition the  agricultural  produce  collected  by  countless  feeders 
was  carried  to  the  main  Une  in  ever-increasing  quantities.  ^ 

To  give  within  the  scope  of  the  few  pages  at  our  disposal 
a  full  description  of  the  country  tributary  to  the  *  St.  Paul ' 
system  would  be  as  difficult  as  to  describe  Great  Britain 
and  all  its  features  and  resources  without  exceeding  the 
same  limited  compass;  but,  speaking  broadly,  it  may  be 
said  that  the  roads  traverse  the  fertile  valley  between  the 
Missouri  and  the  Lake,  which  over  the  greater  part  of  its 
area  consists  of  flat  low  lands  with  a  fine  natural  irrigation. 
Occasionally,  especially  in  Wisconsin,  Minnesota  and  Dakota, 
a  rolling  country  with  hills  and  valleys  alternating  is  covered 
here  with  farms,  grass  and  grain  lands,  yonder  with  fine 
timber,  which  is  shipped  in  ever-increasing  quantities.  In 
addition  the  Northeastern  part  abounds  with  coal  and  ores. 

From  the  point  of  view  of  a  tourist  the  vast  stretch 
of  country  traversed  by  the  St.  Paul  and  belonging  to 
seven  different  States,  each  of  which  is  larger  than  Eng- 
land, is  indifferent,  because  it  is  practically  everywhere  the 

1  The  volume  of  freight  has  doubled  since  1883,  although  mileage  since  then 
has  grown  barely  25  per  cent. 
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same.  It  is  flat  and  featureless,  though  fertile  prauie,  or  undu- 
lating country,  either  farmland  or  forest.  The  old  maiii 
line  to  St.  Paul  and  Minneapolis  has  some  attractive 
features,  especially  the  portion  between  La  Crosse  and  St. 
Paul,  and  the  country  between  the  Mississippi  and  Lake 
Michigan,  where  the  lines  of  the  system  are  most  numerous, 
is  not  without  charms.  Next  in  importance  ranks  the  main 
line  to  Omaha,  in  Nebraska,  a  town  with  a  population  of 
110,000  and  the  outlet  of  a  State  with  an  immense  pro- 
ductive capacity.  This  line  runs  North  of  the  famous  blue 
grass  region  of  Iowa,  and  connects  with  several  roads 
to  Denver.  It  has  a  branch  to  Rock  Island,  going  South 
just  before  we  reach  the  fine  bridge  across  the  Mississippi 
near  Savannah,  lU.,  and  a  hundred  miles  further  the  straight. 
Ime  to  Kansas  City,  the  commercial  centre  of  Western 
Missouri  and  Kansas,  branches  off.  The  bulk  of  traffic  is- 
borne  by  these  two  main  lines,  and  the  principal  aim  of  the 
St.  Paul,  therefore,  is  to  carry  freight  from  Kansas  City, 
Omaha,  St.  Paul  and  the  Northwest  generally  to  Chicago- 
The  other  towns  are  as  yet  in  their  youth.  But  St.  Paul, 
Omaha,  and  Kansas  City  have  grown  up  within  a  few 
years,  and  the  development  of  many  other  cities  connected 
by  the  system  is  only  a  question  of  time.  Sioux  City  and 
Chamberlain  are  rapidly  growing  in  importance,  and  the 
same  may  be  said  even  of  Scranton  on  the  Missouri,  a 
hundred  miles  north  of  the  latter  town. 

In  the  preceding  chapter  we  spoke  of  the  prospects  of 
the  Northwest,  its  immense  growth,  its  enormous  yield, 
and  its  amazing  productive  capacity.  Only  24  per  cent,  of 
the  Wisconsin  soil  is  under  cultivation,  only  4  per  cent, 
of  the  Dakotas,  and  but  10  per  cent,  of  Nebraska,  and  the 
entire  country  has  but  entered  upon  its  era  of  growth.  A 
railway  being  always  in  many  respects  like  the  country 
it  traverses,  it  is  almost  superfluous  to  state  that  the  St.  Paul, 
though  already  one  of  the  greatest  systems,  has  not  yet 
attained  full  maturity,   and  is  therefore  destined  to  further 
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expand  with  the  country  whose  development  it  promoted 
to  a  very  marked  extent.  Year  by  year  these  States  will 
add  to  their  wealth  and  population,  and  year  by  year 
the  St.  Paul  will  have  to  add  new  lines  to  its  system  be- 
cause the  needs  of  the  country  are  constantly  expanding. 
Business  will  require  new  roads,  and  the  St.  Paul  and 
other  Northwestern  systems  will  have,  and  will  probably 
be  pleased,  to  build  them.  I  purposely  mention  this  prospect 
for  the  reason  that  now  and  then  objections  are  raised 
against  these  systems  being  constantly  extended.  Instead  of 
giving  rise  to  complaints  these  extensions  should,  as  long 
as  they  are  carried  out  wisely,  be  accepted  as  necessary; 
and  as  there  is  no  more  certain  proof  of  the  growth  of 
an  American  region  than  an  extension  of  its  railway  con- 
nections, the  latter  may  even  be  regarded  as  a  very 
favourable  sign.  Moreover,  extensions  show  that  the  manage- 
ment is  on  the  alert  and  ready  to  protect  and  expand  its 
local  traffic.  The  great  roads  running  in  parallel  lines  to 
the  Mississippi,  although  50  to  100  miles  apart  from  each 
other,  while  at  present  little  ■  more .  than  feeders  of  the 
main  stem,  really  constitute  the  frame  of  the  future  system. 
In  these  Western  regions  one  finds  few  farms  at  a  dis- 
tance of  more  than  a  dozen  miles  from  a  railway,  for  owing 
to  the  absence  of  ordinary  roadways  they  must  be  within 
easy  reach  of  what  are  now  the  long,  straight  feeders.  But 
when  the  density  of  population  increases  these  branches  will 
develop  into  main  Unes,  and  as  such  they  will  call  for  new 
feeders  leading  to  the  adjacent  unsettled  parts.  From  this 
it  follows  that  the  era  of  extension  has  by  no  means  passed 
yet,  and  it  is  safe  to  conclude  that  the  growth  of  this  and 
of  most,  if  not  all,  other  Western  systems  will  go  on  regu- 
larly, in  this  instance,  say,  at  the  average  rate  of  about 
200  miles  a  year.  On  the  whole  it  may  be  said  that  money 
expended  upon  judicious  extensions  is  money  well  spent. 
Feeders  are  valuable  because  they  exhance  the  earning 
power   of  the  main  Une,  and  necessary  because  they  protect 

30* 
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traffic  from  the.  encroachments  of  rival  systems.  Hence 
the  only  sound  policy  of  American  railways  consists  in 
the  pursuit  of  constant  judicious  extensions  and  betterments. 
It  is  true  that  the  effect  of  this  procedure  is  to  delay  the 
returns  upon  capital,  but  it  must  be  borne  in  mind  that 
the  Northwestern  systems  are  still  in  their  teens,  and  that 
neither  they  nor  the  districts  they  serve  have  attained  even 
that  comparative  maturity  to  be  observed,  say,  in  Ohio  or 
Indiana.  To  perfect  them  will  still  require  large  outlays, 
but  that  these  will  bear  fruit  has  already  been  sufficiently 
demonstrated.  It  would  be  difficult  to  find  better  proof  of 
the  desirability  of  extension  and  ameUoration  than  the  fiscal 
results  of  the  St.  Paul  during  1891-92,  when  gross  earnings 
amounted  to  $4*7  miUions  more  than  in  1890-91 — an  increase 
not  witnessed  on  any  other  system.  The  bearing  which  ex- 
tensions have  upon  the  affairs  of  this  road  is  abundantly 
demonstrated  by  the  traffic  statistics  on  p.  471. 

The  condition  of  the  property  is  very  satisfactory  as  far 
as  the  main  lines  are  concerned,  the  roadbed  being  uniformly 
good,  provided  with  671b.  steel  rails  (about  the  heaviest  type 
commonly  used  in  the  West)  and  equal  to  the  requirements 
of  the  heaviest  traffic.  The  stations,  although  mostly  wooden 
and  of  Western  appearance,  are  also  in  good  condition,  and 
terminal  accommodation  at  all  main  points  is  excellent.  In 
Chicago  the  company  uses  the  Union  depot,  together  with 
the  BurUngton  and  Pennsylvania  lines ;  in  St.  Paul,  Council 
Bluffs,  Minneapolis,  etc.,  it  has  equally  efficient  accom- 
modations, both  for  freight  and  passengers.  Some  of  the 
less  important  feeders  are  considerably  inferior  to  the  main 
lines,  and  are,  for  instance,  still  provided  with  iron  rails 
of  light  weight.  But  traffic  being  less  heavy  on  these 
branches,  there  is  no  necessity  for  the  roadbed  to  be  in  prime 
condition,  and  betterments  can  be  introduced  by  degi'ees. 
Bridges,  embankments  and  trestles  are  equally  satisfactory, 
though  still  improved  as  occasion  requires.  As  regards  rolling- 
stock,   the  better  type  of  cars  prevails,  both  for  passenger 
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and  freight  service.  The  former  agreement  with  Pullman  having 
been  discontinued,  the  company  now  runs  its  own  sleepers, 
'parlor'  and  dining  cars,  and  in  the  latter  provides  meals 
for  75  cents  which  serve  as  a  very  efficient  advertisement 
and  would  do  credit  to  the  best  restaurant.  The  company 
owns  827  locomotives,  983  passenger  cars,  and  about  27,000 
freight  cars,  19,000  of  which  are  so-called  "box''  cars.  Most 
of  these  are  built  at  the  company's  yards  in  Milwaukee, 
which  can  turn  out  3,000  freight  cars  per  annum  at  a 
price  considerably  below  that  which  would  have  to  be  paid 
if  tl^ey  were  bought  of  other  builders.  In  1891  these 
extensive  establishments  in  West  Milwaukee  were  working  at 
full  pressure,  and  although  their  output  reaches  quite  a 
respectable  total  the  company  is  not  Ukely  to  have  too  many 
cars   in  years  with  good  harvests. 


The  financial  history  of  the  Chicago,  Milwaukee  and  St. 
Paul  has  been  devoid  of  any  stirring  events.  It  has  been 
alleged  that  duiing  the  sixties  and  seventies  the  company 
suffered  from  those  malpractices  which  were  common  enough 
then,  but  as  far  as  I  know  these  accusations  have  never 
been  substantiated,  and  it  seems  probable  that  they  arise 
from  the  fact  that  the  company  has  a  rather  heavy  capital. 
At  the  date  of  issue  of  the  most  recent  report  the  share 
capital  and  funded  debt  reached  a  total  of  $199,587,161,  or 
a  little  less  than  $35,000  per  mile,  and  although  President 
Miller's  assertion  that  the  road  could  not  be  duplicated 
at  its  present  capitaUsation  ^  is  no  doubt  absolutely  true, 
the  fact  remains  that  its  capital  considerably  exceeds 
its  cost.  This,  however,  was  not  the  fault  of  any  of  its 
managers,  the  reason  being  that  this  company,  like  most 
others,   had   to   borrow  money  at  high   rates.    The   earlier 


1  Annual  Report,  1891,  p.  16. 
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issues  of  bonds,  though  bearing  a  heavy  interest,  rarely- 
fetched  above  85  when  they  were  offered  to  the  investing 
public,  and  during  the  critical  years  culminating  in  1873 
no  better  price  than  60  or  at  most  70  per  cent,  could  be 
realised  for  seven  per  cent,  bonds;  afterwards,  however, 
the  company's  credit  improved  so  much  that  by  1882 
several  issues  bearing  but  five  per  cent,  were  placed  at  96 
and  97  per  cent.,  and  at  present  the  credit  of  some  of  the 
company's  best  bonds  is  estimated  in  London  at  3|  per  cent. 
As  a  consequence  of  this  amelioration  the  company  was 
enabled  in  1889  to  commence  issuing  $150,000,000  4  per 
cent,  general  mortgage  gold  bonds  which  were  offered  and 
taken  at  89^  per  centum.  Unfortunately,  however,  this  great 
improvement  in  the  company's  credit  will  be  of  little  benefit 
to  the  holder  of  common  stock,  because  many  years  will  elapse 
before  the  four  per  cent,  bonds  can  replace  other  descrip- 
tions; nearly  all  old  seven  per  cent,  bonds  are  convertible 
into  preferred  stock,  and  it  is  very  likely  that  all  holders 
will  avail  themselves  of  this  privilege  before  their  securities 
matui'e.  Net  revenue  in  1891-92  amounted  to  $11,705,858, 
and  $7,161,736  were  required  for  interest  and  rentals,  leaving 
$4,544,122  above  fixed  charges.  This  sum  not  only  sufficed 
for  a  full  dividend  on  the  preferred  stock — which  could  not 
be  paid  in  full  in  1887,  1888  and  1889— but  left  the 
huge  surplus  of  $4,544,122,  as  a  result  whereof  the  company 
was  in  a  position  to  declare  a  semi-annual  devidend  of  2  p.c. 
on  its  common  stock  in  September,  1892,  this  being  the  first 
distribution  made  among  holders  of  ordinary  shares  since 
1889.  The  remarkable  improvement  in  the  company's  finances 
that  has  been  witnessed  since  1887/8  is  almost  without  a 
precedent.  As  the  subjoined  tables  show,  that  period  has  seen 
no  noteworthy  addition  to  the  company's  mileage,  and  its 
capital  has  remained  well-nigh  stationary;  but  its  freight 
traffic  increased  has  by  more  than  one-third,  and  rates  being 
better  now  than  they  were  four  years  ago  the  revenue  from 
that   source   alone   has   risen  from  $17*0  millons  to  $23*2 
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millons,  and  its  present  available  revenue  exceeds  that  of 
1887-8  by  not  less  than  4*2  millions.  It  need  hardly  be 
said  that  this  amazing  change  was  brought  about  chiefly  by  the 
bounteous  crops  of  1891;  but  it  is  to  an  almost  equal  extent 
due  to  the  fact  that  the  company's  feeders  are  at  last  be- 
ginning to  bear  fruit.  These  feeders,  like  most  youthful 
branches,  were  a  drag  on  the  main  stem,  and  while  compe- 
tition brought  down  rates  to  their  lowest  level,  operating 
expenditure  ran  higher  than  ever,  reaching  the  extraordinary 
percentage  of  69*88  p.c.  in  1887-88.  Since  then  the  average 
rate  has  risen,  and  improvements  having  been  effected  every- 
where the  operating  expenditure  was  scaled  down  to  64*48  p.c, 
the  result  being  an  increase  in  net  revenue  amounting  to 
almost  60  p.c.  for  four  years.  The  crops  of  1892  being  ex- 
ceptionally good,  the  company  will  perhaps  see  its  earnings 
decline;  on  the  other  hand  the  area  of  cultivated  soil  tri- 
butary to  its  lines  goes  on  increasing,  and  if  the  management 
wisely  abstains  from  building  too  many  feeders  the  net  result 
will  remain  satisfactory.  For  1891-92  it. represented  5*85  p.c. 
of  the  total  capital  employed.  The  disappearance  of  a  large 
floating  debt  contracted  in  1890-91  and  amounting  to 
$3,500,000  is  one  of  the  features  of  the  accounts  for  1890-91, 
and,  moreover,  the  fact  should  not  be  lost  sight  of  that  the 
company  received  no  dividend  from  the  Milwaukee  and 
Northern,  although  this  was  earned;  as  the  4  p.c  dividend 
of  1890-91  received  by  the  St.  Paul  on  its  M.  &  N.  stock 
amounted  to  $246,314,  the  increase  of  its  revenue  is  prac- 
tically tantamount  to  a  quarter  of  a  million  more  than  shown 
by  the  accounts.  The  dividend  was  not  paid  because  of  the 
intended  amalgamation  of  the  two  companies. 


THE  CUICAGO.  MILWAUKEE 


Subjoined   are   the    usual  comparative  statements  relating 
to  traffic,  revenue,  etc.,  for  a  number  of  years : — 


Table  showing  Mileage,  Passenger  and  Freight  Movement  on 
the  Chicago,  Milwaukee  and  St.  Paul  BB.  for  eighteen  years 
ending  1891. 
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Share  Capital,  June  30th,  1892. 


Total  preferred  stock  at  date  of  last  report, 
laaned  dnring  the  year  : 
m  eicbange  tor  2,088  Mliw.,  St    Paul  bonds... 
4  Prairie  du  Chlen      . 
,       72  la.  &  Minn.  dH.       , 
1  la,  *  Dak       „       „ 
1  Consol.  mottgage   - 

Total  preferred  stock.  Jnue  30,  1892 

Amount  ofuommon  stock  issued  June  30,  1891 
(none  leaned  in  18&2). 
Total  capital  stock.  June  30,  1892  

°82,T«^OOo'^ln  7  p*"pFefeiTed  stock. 

S 

22.198.900 
2.iep.000 

2,068.000 
4,000 
72,000 
1.000 
1,000 

70.392,161 

The  funded  debt,  of  which  the  usual  detailed  statement  Is  glten  below,  amounted 
on  June  30th.  IS91,  to  S129,797,00a  During  the  year  92,511.000  were  cancelled,  and 
91,899.000  new  4  p.c.  general  mortgage  bonds  were  issued!  the  net  decrease, 
therefore,  was  9612000. 
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Owing  to  continuous  extensions  funded  debt  and  share 
capital  have  increased  from  year  to  year.  In  1877  the 
funded  deht  amounted  to  $29,954,000,  the  mileage  being 
1,403.  In  1892,  with  5,721  miles,  it  stood  at  $129,195,000, 
summarised  below. 

Funded  Debt,  June  30th,  1891. 


T, 

«,. 

la'frat. 

Sclcriplicn  of  flonrfi. 

Dalmf 

diu. 

oulsl.iHd.     Ball 
8            Pir 

mm  patabli. 

nMllw.&St.PanlK-y.. 

lees' 

1893 

2.535,00O:     7 

t  Jan,  ft  Jnly, 

ffll,B55 

oIowa&Minn.Div 

1857 

1807 

3,1S8.000     7 

221,025 

PrairleaaCh'n.  lat. . 

1898 

3.674,OOOI    a 

+  Fat 

ftA^. 

293,920 

aPrairlBiluCli'n,2nd. 

1898 

1535,0001    7-3 

90J52J 

d  Chic,  ft  Milw. 

1S73 

1903 

2,393.000,    7 

t  Jan.  S  Jnly, 

167,510 

fl'St.P.(DrKiT.)  ,  ..   .. 

1872 

2,305,000!    7 

- 

231.350 

n'St.P.(orRlv.)  .Sterl 

1873 

1B02 

34965 

a  lowaADakola. 

18«e 

1899 

54,0000,    7 

37,835 

fl  Bast's  A.  Dak.  , 

1872 

1B02 

fe9JXI0,     7 

6230 

!90o 

11,485.000,     7 
4,748.0001     5 

803,285 

u'Terralnal 

1681 

237  400 

ji  lowa&Diik.tllT.Ext. 

ltr78 

3,505,000:     7 

245,350 

•Haat'akDak.Dlv.Eit 

5,680.000!    7 

337,600 

Hast<s&Dak.Div.Eii 

IbSO 

1910 

090.000     5 

49,500 

1909 

4,000,000     fl 

240.000 

■LaCroasa&Dftff.  DiT 

i87a 

1019 

2,500,000     5 

125,000 

GbLc.  and  FHCiaa    . 

1880 

1910 

3,000,000 

180,000 

•CycAPaoiflcWeat. 

1881 

1021 

25,340,000 

1,267,000 

Southern  Minn.      , 

1910 

7,433.000 

445^X1 

Mineral  Pqint 

2JMO,000 

142000 

Dnbnqaa 

1920 

8,595,000 

393.360 

WiBoonsin  Valley  , 

1920 

2.388.000 

lie.OiO 

•WiaODnalnS:Minn.„ 

4,755,000 

•Chic.  &  Lake  Sup.  . 

1921 

1,360,000 

63,000 

•Okie.  &  Miaa.  RiT.  „ 

3.083,000 

154,150 

Dak.  8:  Great  Sd,  B'y 

1916 

2ftia,000 

142,500 

Fargo  JtSonthHrnET 

75,000 

MinneaotaCentralRR 

1884 

1894 

^610 

WiBconain  %'aller  RE- 

1879 

1909 

77,455 

Fargo&Sontk-B'j.Ino 

im 

1895 

ipr 

&  o'ct. 

11,010 

Heal  Eatate 

1884 

1894 

A  Sept. 

11,300 

b  Ino  Sink.  Fund  ronv. 

1888 

1,760,000 

Jan 

SJoly. 

92,000 

•Qeneral  Mortgaee-  ■- 

1889 

1989 

14,629,000 

301,131 

Hilw.  &  West,  (mat'd 

andp'd) 

7,5S 

129,165,000 

7,161.736 

=  Convertible  into 


THE  CHICAGO,  MILWAUKEE 


BABNINGS  AND  EXPENSES. 
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Trsnapoitatlon  .... 


3,121.811 
2,302,118 
9,943,493 
fl03,il7 

L'^.llS^ 

16548384 
8.874,175 


REVEN 

itBS^. 

Total  net  Income 
Exptad  tuT6— 

D^iSdfl" n  pKf   stock 
RatBof  dvdrads 
nter  st  and  exchange 
Total  d  abnrsementa. 
S    pina 

DE  AND  ES 
1891-92. 

"•is 

PEKDITOR 
1890-91, 
9,137.724 

^9536149 

7  237  IS'' 
1532,152 

~88D362"r 
702.528 

1889-90. 

9,2;f2.610 
220(25 
9452.635 

721*155 

J298828 

(6) 

8,874,175 
225-78 
9099  9o3 

7054  471 
07^490 

1170d858 
7161    * 

112  414 
884  762 

141652 

80^  "61 
1072  992 

GFNEH4L  BAL4NCE   JU\E  ttt 


lis  and  stu  ka  owned 

Doa  from  D  S   CoTernment 
Materials  and  ri  eL 


Ulscellaneons 

Total  aasefs 
I  Kbit m~ 
qtocl     oommon 
Stoek  preferred 
Fanded  dobt 
Pay  vollH  TouciierB   etc 
Interest  eircrned  not  doe 

L and  bills  payable 

Miscellaneous 


lH( 


Tolal  liaMlit  OJ 


569)4  214  957 

78  2.1  247858 

13  233  2.40  ,369 

9"  an  2178.000 

4851  

»3  60  2.961 130 

^1  463  1  449  498 

441  m.     4    Jl  1' 


2l7>b9|         aitMSl         931o6 

5.S69'TO|     3094 853  _W19  "M 

211  882,5281211  02044l!  196  324301  li 
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The  Chicago,  Milwaukee  and  St.  Paul  being  a  Granger, 
it  follows  that  its  revenue  is  largely  dependent  upon  agri- 
culture ;  the  subjoined  table  shows  that  30  per  cent,  of  its 
freight  consists  of  agricultural  produce,  while  the  condition 
of  farming  determines  the  volume  of  well-nigh  eveiy  article 
of  merchandise  the  company  carries.  Lumber  is  also  a  veiy 
important  item,  and  the  following  table  strikingly  reflects 
the  influence  of  crops  upon  earnings,  inasmuch  as  the  in- 
crease of  tonnage  carried  in  1892,  which  was  a  very  good 
year,  was  23  per  cent,  as  compared  with  1890. 

Table  showing  Mutual  Proportion  of  Commodities  Transported 
by  the  Ch.,j  Mihv.  and  St,  Paul  RB. 


Commodilies. 


1892. 


Per  Cent 


Tons. 


1891. 


Tons. 


1890. 


Tons. 


Flour 

MiU  feed 

Wheat 

Rye 

Barley 

Oats 

Com 

Flax  seed  

Hay 

Dairy  products 

other  agricultural  products. 

Provisions 

Salt 

Lime,  cement  and  plaster.  . 

Brick  and  stone 

Iron  and  steel 

Manut'r  and  agricult'l  imp. . 

Coal 

Live  stock 

Lumber 

Merchandise 

Ice 

Miscellaneous 

Totals 


4-2 

0  9 

10-5 

0-7 

50 

3-5 

2-6 

2-0 

1-1 

0-6 

1-0 

2-0 

0-5 

1-9 

4-2 

23 

4-0 

11-8 

1-7 

16-4 

7-3 

2-2 

9-7 

100.0 

,485,350 
106,540 

1,219,383 

83.675 

587,734 

400,382 

301,695 

234,890 

131,793 

53.654 

117,773 

229,966 

66,211 

215,967 

rt82,093 

267,655 

457,449 

1,367,646 
654,412 

1,894,  91 
841,341 
252,774 

1,112,312 


11.568,930 


417,006 

91.538 

708.162 

61562 

426.042 

410,647 

335.822 

161.796 

108.479 

56,065 

121,786 

223,168 

63,051 

177,260 

498,693 

233,230 

342,869 

1,141.555 
674,559 

1,824.786 
822240 
389,190 

1,107,529 


10,397.035 


335.846 

73,721 

827,517 

65.612 

330,183 

308,031 

391.314 

90,339 

95.953 

52,571 

103.046 

223,431 

75,821 

158,216 

377,583 

243,215 

259,579 

1,007,080 

643.122 

1,340,252 

850,492 


1,440.068 


9,292,992 
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Transportation   Statistics   for    the   years   ending    June   30th, 
1890,  1891  and  1892. 


Miles  run  by  passenger  trains 

Miles  run  by  freight  trains 

Miles  run  by  mixed  trains 

Miles  run  by  revenue  trains  .  .  . 

Miles  run  by  switching  trains 

Miles  run  by  construction  and  other  trains 

Total  miles  run  by  trains  .... 

Number  of  passengers  carried 

Number  of  pass,  carried  one  mile.  .  .  . 
Average  miles  each  pass,  was  carried.  . 
Revenue  per  passenger  per  mile   .... 
Rev.  from  pass,  per  train-mile  run  .  .  . 
Number  of  tons  of  freight  carried.  .  .  . 
Number  of  tons  of  fr't  carried  one  mile 
Average  miles  each  ton  was  carried  .  . 

Revenue  per  ton  per  mile 

Revenue  from  freight  per  train-mile  run 
Repairs  of  locomotives  p.  rev.  tr.-mile. 
Repairs  of  cars                    „          „ 
Station  service                     „          „ 
Train  service                       „          „ 
Locomotive  service              „          „ 
Train  and  station  supplies    „           ^ 
Fuel 

Oil  and  waste                      „            „ 
All  other  expenses               „           „ 
Total  operating  expenses     „           „ 
Percentage  of  exp.  (incl.taxes)  to  earns. . 

1892. 
7.405,805 
14,172,436 
880,058 

1891. 
.  7,300,932 
11,866,637 
817,748 

1890. 
7,131,071 
11.655518 
794,585 

22,458,229 

6.065,466 

733924 

19.985.317 

4,979,318 

833,227 

19,581,174 

4,599.181 

794.277 

28,257,689 

25,797,862 

24,974,632 

8.026,£06 

270,817,683 

33-74 

2  452  cts. 

87-06  cts. 

11,568,930 

2,265,993,968 

195-87 

1,026  cts. 

$1.5669 

7.11  cts. 

9  73  cts. 

12.68  cts. 

7.08  cts. 

8.80  cts. 

2.53  cts 

10.17  cts. 

0.75  cts. 

33.68  cts. 

92. 68  cts. 

64-48  p.c. 

7,919.229 

262,551,100 

3315 

2.391  cts. 

83.64  cts. 

10,397,035 

1,895.635,111 

182-32 

1.003  cts. 

$1.5234 

5.89  cts. 

7.60  cts. 

13.76  cts. 

7.28  cts. 

9.20  cts. 

2.52  cts. 

10.21  cts. 

.72  cts. 

3472  cts. 

91.90  cts. 

66-78  p.c 

7,505.946 

256389.345 

3416 

2.333  cts. 

81.61  cts. 

9,292,992 

1,842,789,845 

198-30 

0.995  cts. 

$14967 

5.86  cts. 

7  02  cts. 

13.26  cts. 

7.26  cts. 

9.07  cts. 

2.37  cts. 

10.20  cts. 

64  cts. 

32.02  cts. 

87.70  cts. 

65  04 p.c. 

The  only  line  controlled  and  operated  separately  is  the 
Milwaukee  and  Northern  BB,,  which  was  added  to  the 
system  in  1890,  the  St.  Paul  exchanging  the  stock  of  this 
company  for  its  own  common  shares,  share  for  share.  This 
line  is  valuable  chiefly  because  it  connects  with  the  timber 
and  mining  region  in  the  Michigan  Peninsula,  while  in  the 
near  future  it  will  be  extended  to  Lake  Superior.  The 
hea\^  increase  in  the  amount  of  lumber  carried  since  1890 
is  mainly  accounted  for  by  this  acquisition.  The  income 
account  for  1890/91  and  1891/92  is  as  below:— 
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Gross    earninsrs 

1891-92 

$ 
1,765  367 
1,122,462 

1890-91 

$ 

1.630,441.67 

1,010,639.09 

Less  oDeratins  expenses  f includine:  taxes) 

Net  earninsrs 

642,904 

$619,802.58 
627.80 

Tfiponnp   fTmri  nfiTipr  QftiirpAH 

Net  revenue 

642,904 

$620,43038 

Interest  accrued   durinj?  the  year  on  funded  debt... 

Dividend   from    net  earnings  of  fiscal  year  ending 

June  30th,  1891;  4  p.c.  on  $6,158,250  of  stock 

Balance 

369,679 

$369,480  00 
246.330  00 

369,679 

615,810.00 

278,225 

$4,620.38 

The  dividend  paid  figures  as  revenue  in  the  accounts  of 
the  St.  Paul,  which  owns  all  stock.  In  1891-92  no  dividend 
was  paid,  the  amalgamation  with  the  St.  Paul  being  under 
contemplation. 

Among  the  connections  of  the  St.  Paul  the  principal 
are  the  Northern  Pacific^  in  St.  Paul  (for  the  Far  West, 
the  Pacific  Coast  and  Canada)  the  Pennsylvania  in  Chicago, 
(for  the  East)  and  the  Atchison  in  Kansas  City  (for  the 
Southwest). 

The  board  of  directors  of  the  Chicago,  Milwaukee  and 
St.  Paul  RR.  includes  Mr.  Phil.  Armour,  the  famous  Chi- 
cago 'packer,'  Mr.  Aug.  Belmont,  the  American  representa- 
tive of  Messrs.  Rothschild,  Mr.  William  Rockefeller,  son 
of  the  founder  of  the  Standard  Oil  Company,  and  others. 
Mr.  Roswell  Miller  has  been  president  since  the  death  of 
his  famous  predecessor,  Mr.  Alexander  Mitchell,  which 
occurred  in  1887.  Mr.  Miller  was  then  general  manager; 
he  commenced  his  career  some  thirty  years  ago  in  a  very 
humble  position  in  the  offices  of  the  Cairo  and  Yincennes 
RR.,  but  before  he  had  passed  through  middle  age  his  remark- 
able abilities  secured  for  him  one  of  the  most  distinguished 
and  lucrative  positions  in  the  country. 

The  St.  Paul  has  paid  the  following  dividends:  on  preferred  shares :  1879— 1887, 
7  p.c;  1888,  6;  1889.  4%,  since  7  p.c.  On  common  stock;  1879,  2i;  £880—1884,  7; 
1885,  4;  1886—87,  5;  since,  nil,  until  Oct.  1892,  when  2  p.c.  was  paid. 


CHAPTER  XXXII. 

THE    CHICAGO    AND   NOETHWESTEEN   SYSTEM. 

The  geographical  situation  of  the  Chicago  and  North- 
western system  is  in  almost  every  respect  identical  with 
that  of  the  St.  Paul.  It  extends  a  little  more  North,  and 
one  of  its  lines  penetrates  considerably  further  into  the  Far 
West  than  those  of  its  great  rival ;  ^  on  the  other  hand  it 
has  fewer  branches  in  Iowa  and  Minnesota,  and  no  lines 
to  Rock  Island  and  Kansas  City;  but  in  spite  of  these 
differences  both  systems  are  very  similarly  situated,  the 
principal  purpose  of  each  being  to  connect  Northwestern  points 
with  Chicago. 

The  following  is  a  summary  of  the  lines  now  constituting 
the  Chicago  and  Northwestern  system: — 

Chicago  and  Northwestern  Railway  proper  ....  4,273  miles. 
Chicago,  St.  Paul,  Minneapolis  &  Omaha  Ry.  .    .    .  1,507      „ 

Fremont,  Elkhorn  &  Missouri  Valley  Ry 1,280      „ 

Milwaukee,  Lake  Shore  &  Western  Ry 788      „ 

Sioux  City  and  Pacific  Ry 107      „ 

Total  length  of  system 7,955      „ 

Of  these  railways  only  the  Chicago  and  Northwestern 
proper  is  directly  operated  by  the  company,  and  the  sub- 
joined tables  therefore  only  relate  to  this  system.  The 
Chicago,  St.  Paul,  Minneapolis  and  Omaha  Railway  has  been 
controlled  since  November,  1882,  through  ownership  of  stock, 
the   Fremont,  Elkhorn  and  Missouri  Valley  and  Sioux  City 

^  The  St.  Paul  now  also  intends  to  extend  its  lines  to  Deadwood  in  the  Black 
HiUs,  a  point  reached  by  the  Elkhorn  road  of  the  Ch.  &  N.  W. 
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and  Pacific  both  since  1884,  and  control  of  the  Milwaukee^^ 
Lake  Shore  and  Western  was  not  obtained  until  December^ 
1891.  The  five  railways  are  operated  as  an  absolutely 
homogeneous  system  connecting  Omaha,  Sioux  City,  St^ 
Paul,  Minneapolis,  Diiluth,  Madison,  Milwaukee  and  nume- 
rous other  points  in  Illinois,  Wisconsin,  Michigan,  Mui- 
nesota.  South  Dakota  and  Nebraska  with  Chicago,  where- 
three  main  lines  converge.  In  addition  there  is  a  direct, 
route  from  the  twin  cities  to  Omaha.  All  lines  between  main 
points  are  very  direct  ones,  in  excellent  condition,  and: 
favoiu*ably  situated.  As  is  well  known,  the  system  is  con- 
trolled by  the  Vanderbilt  group,  and  the  Lake  Shore,  Michigan 
Central  and  '  Mckel  Plate  '  railways  give  it  better  connections 
with  the  East  than  fall  to  the  lot  of  any  other  road  in  the 
Northwest.  In  Omaha  the  main  line  meets  the  Union 
Pacific,  a  through  passenger  service  with  the  Pacific  coast 
without  change  of  cars  being  maintained  along  these  two 
lines  and  the  Central  Pacific. 

It  is  not  necessary  to  describe  any  of  the  routes  of  which 
the  system  is  composed  or  any  of  the  points  touched,  detail 
pertaining  to  these  matters  being  given  in  the  two  preceding^ 
chapters.  It  may,  however,  be  mentioned  that  the  main  lines 
between  Chicago  and  Omaha  and  Chicago  and  St.  Paul — 
Minneapolis  are  the  most  important  parts  of  the  system, 
the  former  being  double  tracked  over  its  entire  length.  All 
roads  are  well  graded  and  ballasted,  and  most  of  them 
provided  with  steel  rails.  The  company  has  its  own  pas- 
senger and  freight  termini  in  Chicago,  the  size  of  which 
may  be  inferred  from  the  fact  that  while  I  was  in  Chicago, 
in  November,  1891,  Mr.  W.  H.  Newman,  vice-president  of 
the  company,  told  me  that  there  were  3,000  loaded  grain 
cars  standing  in  the  company's  yards  which  could  not  be  for- 
warded to  the  East  as  quickly  as  the  freight  department  thought 
desirable ;  this  was,  of  course,  in  the  height  of  the  season. 

The  Chicago  and  Northwestern  Railway  Co.  practically 
originated  as  early  as  1836,  when  the  Galena  and  Chicago- 
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Union  RR.  was  chartered;  construction,  however,  did  not 
commenced  until  1847,  and  three  years  had  lapsed  before  the 
section  from  Chicago  to  Elgin  was  completed.  In  1848  the 
sponsors  of  this  railway  obtained  a  charter  for  another  road  to 
run  from  Chicago  to  Fond  du  Lac  on  Green  Bay — an  arm  of 
Lake  Michigan — the  company  which  was  to  build  it  being  named 
the  Chicago,  Milwaukee  and  Fond  du  Lac  Railway  Company. 
This  line  was  completed  in  1859,  the  company  having  a  couple 
of  years  previously  absorbed  two  others  which  had  been 
endowed  with  considerable  land  grants  by  the  State  of  Wis- 
consin. Unfortunately,  however,  the  corporation  succumbed 
under  the  strain  which  the  crisis  of  1857  placed  upon  the 
finances  of  most  American  concerns,  and  it  was  sold  in 
foreclosure  and  reorganised  as  the  Chicago  and  Northwestern 
Railway  Company. 

In  the  meantime  the  Galena  and  Chicago  Union  Railway 
Company  had  extended  its  former  line  beyond  Elgin  to  Free- 
port  (instead  of  to  Galena,  as  was  intended  from  the  outset) 
whence  it  was  carried  to  Fulton,  on  the  Mississippi,  the  con- 
nection being  completed  in  1855.  The  Chicago,  Iowa  and  Ne- 
braska, and  the  Cedar  Rapids  and  Missouri  River  railway  com- 
panies were  then  building  lines  to  the  Missouri,  and  these 
were  leased  to  the  Galena  and  Chicago  Union  Railway. 
This  company  also  owned  several  branch  lines  in  Illinois 
which  competed  with  the  Fond  du  Lac  road,  and  this  fact 
encouraged  an  amalgamation  of  the  two  systems,  which  was 
effected  in  1865,  the  name  of  Chicago  and  Northwestern 
Railway  Company  being  retained.  The  new  company  then  had 
^  line  to  the  West  which  it  extended  to  the  Missouii  in 
1867,  a  second  to  Fond  du  Lac  and  points  North  thereof, 
and  a  third  running  in  the  direction  of  Minnesota  and  Dakota, 
all  three  terminating  in  Chicago,  and  having  a  total  length 
of  609  miles.  This  system  was  rapidly  extended;  in  1886 
the  Chicago  and  Milwaukee  road  was  leased,  and  connection 
was  established  in  Omaha,  Neb.,  with  the  Union  Pacific, 
then  being  built  with  the  aid  of  the  Government.   In  1867 
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the  Winona  and  St.  Peter  RR.  was  obtained  control  of 
through  purchase  of  stock,  and  several  new  lines  had  mean- 
time been  built  by  separate  companies  controlled  by  the  Ch. 
&  KW.,  and  for  the  most  part  with  the  proceeds  from  bonds 
guaranteed  by  the  parent  corporation ;  the  result  was  that  in 
1873  the  company  controlled  a  system  of  1,990  miles.  In 
that  year,  however,  another  financial  crisis  broke  out  which 
interfered  with  the  development  of  the  new  country,  business 
became  stagnant,  and,  moreover,  the  Granger  agitation  com- 
menced which,  as  we  have  seen  before  (p.  40)  led  to  hostile 
legislation  and  the  fixture  by  the.  State  of  impossible  tariffs. 
As  a  result  of  these  influences  construction  was  discontinued, 
and  not  resumed  until  1877,  by  which  time  business  had 
recovered  from  the  shocks  it  received  during  the  crisis,  while 
the  Granger  laws  had  become  less  stringent.  Between  1877 
and  1883  the  company  constructed  1,590  miles  of  new  roads, 
and  in  1882  the  Chicago,  St.  Paul,  Minneapolis  and  Omaha 
RR.  was  added  to  the  system,  through  purchase  of  its 
stock.  In  1884  the  Fremont,  Elkhorn  and  Missouri  Yalley 
and  the  Sioux  City  and  Pacific  were  obtained  control  of  in 
the  same  manner,  and  the  Milwaukee,  Lake  Shore  and  Western 
in  1891 ;  and  while  the  subsidiary  systems  were  being  ex- 
tended the  Chicago  and  Northwestern  constructed  790  miles 
of  new  lines,  so  that  the  mileage  of  this  railway  now  amounts 
to  4,273  miles,  specified  as  follows  in  the  last  annual  report: — 

Chicago  &  Northwestern  Ry 3,085  miles. 

Proprietary  lines: 

Dakota  Central  Railway 724     „ 

Winona  &  St.  Peter  RR 448      „ 

Princeton  &  Western  RR 16      „ 

Total.    . 4,273      „ 

The  performance   of  these  roads  during  a  series  of  suc- 
cessive years  is  shown  in  the  subjoined  table: — 


American  Railroads,  31 
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Year 
ending 

'   Average 
mileage 

Passenger  Traffic. 

Freight  Traffic. 

Million 

Bate, 

Revenuef 

MiUion 

Rate, 

Beomw, 

May  Slst. 

operated. 

passengers 
carried 

— 

— 

tons 
carried 

— 

— 

one  mile. 

Cents. 

$ 

one  mile. 

Cents. 

S 

1873 

1,382.18 

1110 

3.16 

3,509,702 

3664 

2.35 

8,614,260 

1874 

1,952.05 

116  1 

3.20 

3,723,212 

492-6 

2.28 

11.206,805 

1875 

1,990.78 

116-7 

3.02 

3,526,122 

454-5 

2.10 

9,549,429 

1876 

1.992.08 

122-2 

285 

3,483*647 

5031 

1.95 

9,832,979 

1877 

1,993.28 

116-9 

289 

3378,295 

485-3 

1.86 

9,005,278 

1878 

2.036.98 

118-8 

2.83 

3,366,678 

623-7 

1.72 

10,154,168 

1879 

2,129.37 

116-0 

2.79 

a240,69.> 

681-8 

1.56 

10,637,367 

1880 

2,215.83 

140-1 

267 

3,737342 

865-9 

1.49 

12,897,777 

1881 

2,644.16 

164-3 

2.53 

4,158,129 

980-5 

1.47 

14,414,151 

1882 

3,032.90 

205-5 

2.52 

5,171,423 

1,1921 

1.47 

17,525,134 

1883 

3,464.70 

248-8 

2.46 

6,119,615 

1,183-8 

1.42 

16,894.351 

1884 

3,719.58 

256-3 

2.40 

6,153,070 

1350  1 

131 

17,677,866 

1885 

3,819.37 

231-0 

2.38 

5,498,110 

1,416-7 

1.19 

16.917,393 

1886 

3,891.45 

239-1 

2.36 

5,646,149 

1,466-8 

1.39 

17,503244 

1887 

4,037.23 

254-7 

2.29 

5,820,150 

1,754-5 

1.10 

19329,483 

1888 

4,177.96 

272-7 

2.30 

6,279,621 

1.939  0 

.99 

19,118,797 

1889 

4,243.96 

279-2 

2.24 

6.261,277 

1.804-7 

101 

18,193,645 

1890 

4,250.38 

289-6 

2.17 

6,285,178 

2,000-1 

.98 

19,654,213 

1891 

4,254.55 

309-2 

2  17 

6,700,351 

1,950-0 

1.02 

19,829,.H41 

1892 

4,27307 

336-8 

217 

7,298,880 

2,246*3 

1.01 

22,788,422 

This  table  shows  the  following  increases  per  cent,  since  1873 : 

Mileage .  209  per  cent. 

Passenger  movement   .     .     .  202       „ 
Freight  movement  ....  514       „ 

Business  per  mile  of  road  owned  has  therefore  increased  very 
considerably  while  rates  have  seriously  declined,  the  average 
for  passengers  per  mile  having  fallen  32  p.c,  that  for  freight 
per  ton-mile  even  57  p.  c,  and  as  a  result  earnings  from 
both  sources  are  smaller  per  mile  now  than  they  were  twenty 
years  ago,  and  the  revenue  of  this  railway,  like  that  of 
most  others,  has  failed  to  benefit  in  proportion  by  the  pro- 
gress of  the  Northwest. 

Nevertheless  the  company  is  in  a  prosperous  condition, 
and  although  both  its  funded  debt  and  share  capital 
have  increased  considerably  since  1880,  it  has  been  able  ta 
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pay  excellent  and  above  all  regular  dividends  on  a  very 
heavy  capitalisation  during  a  series  of  years  characterised 
by  very  marked  fluctuations  in  the  trade  and  the  pros- 
perity of  the  Northwest.  For  a  dozen  years  the  dividend  on 
the  company's  common  stock  never  amounted  to  less  than 
6  p.c.  and  in  1882,  1883  and  1884  7  p.c.  was  paid, 
and  61  p.c.  in  1885  ;  moreover,  there  have  always  been 
very  considerable  surpluses.  In  1892  there  was  a  total 
available  revenue  of  $11,403,570 ;  interest  and  sinking 
funds  required  $6,483,385 ;  dividends  on  common  and 
preferred  stock  $3,675,000;  and  there  remained,  therefore, 
a  balance  of  $1,244,450,  this  surplus  being  but  one  of 
an  uninterrupted  series.  From  these  figures  it  is  quite 
evident  that  the  financial  position  of  the  company  is  of 
the  very  highest  order. 
Operations  per  mile  for  six  fiscal  years,  ending  May  31st,  1892. 


Fiscal  year  ending  May  Slst. 


Average 

number   of 

mtles 

operated. 


Gross 
earnings 
per  mile. 


Expenses 

and  taxes 

per  mile. 


Net 
earnings 
per  mile. 


Increase 
in  miles 
opera  ed. 


1887. 
1888. 
1889. 
1890. 
1891. 
1892. 


Average  for  six  years 


4,037-23 
4,177-96 
4,243  96 
4,250-38 
4,254-55 
4,273  07 

4,206-19 


6,519.65 
6,390.09 
6,053.84 
6,391.16 
6,532.69 
7,353. 56 


6,540.16 


?,732.84 
3,990.18 
3,776. 49 
4,094.95 
4,299  16 
4,759  21 


4,108.80 


2,786.81 
2,399  91 
2,277  35 
2,-^96  21 
2,233  53 
2,594.35 


145-78 

140-73 

66  00 

642 

1  17 

18  52 


2,43136        63  60 


Income  Account  for  five  years. 


Year 

ending 

May 

Slst. 

Average 
mileage 
operated. 

Net 
earnings. 

Merest  and 
sinking 
funds. 

Amount  of 
dividends. 

Surplus. 

Dividends. 

Upon 

common 

6tock. 

Upon 

preC 
slock 

1888 
1889 
1890 
1891 
1892 

4,177 
4,243 
4,250 
4,254 
4,273 

$ 
10,026,759 
9.664,971 
9.759.732 
9,502,668 
11,085,833 

$ 
5,273,155 
5,598456 
5,688,767 
5,82^,106 
6,165,649 

$ 
3,444,504 
3,444,504 
3,444,979 
3.445.804 
3,675,735 

$ 

1.309,099 
622.011 
625  986 
234,758 

1,244,449 

p.c. 
6 
6 
6 
6 

9 

p.c. 

7 

7 

7 

7- 

7 

31* 


THE  CHICAGO  AND  NORTHWESTERN. 


Classified  Gross  Earnings  for.  five  years  ending  May  31st,  J 


Jfas  ail', 


Van  Sill, 


Pasaenget  eai 

Freieht 

Express 

Mlscellaaeous. 

Total..... 

Average  per  mile 


27,793,674.^127,161,837.07 


6,532  69 
18,291,005 


6^19.16 
17,^05,1 
6i07 


3M,264. 
577,647.  __ 
265,424.17 


CO^fDEHSBU   BALAXCE  SHEET. 


Roads  and  equlpmenC 

Bonds  owned 

Stocks  owued 

Land  grant  Investments 

Bills  and  accounts  receivable 

Cash  on  hand 

Trustees  of  sinking  fund 

Total 

Llabiiaim— 

Stock,  commnn 

Stock,  preferred 

Stocks  of  proprietary  roads,  etc.   .  .  ■ 

Bonded  debt 

Dividends  declared,  not  due 

Sinking  fnnda  paid 

Accretions  to  sinking  fund 

Securities  for  canltal  stock  Isiued.  ■   . 

Securities  retiied  from  income 

Current  bills,  pa;-rolla,  etc 

Uncollected  coupons,  el 


Land  Inconie  a. 
RallFoad  Incoo: 


lfll,107.g 
.    ■14.892,4„ 

.  KsanLssr 

1,148,760 
],99i,771 
2,U3.HS2 
2,822,769 
6,129.781 


107,193,271153,403,473 

14912,909    11.2(9,551 

11,966,500   12,151,500 

675,000        422,794 

1,751,922:    1,^5,439 

2,028,245     1,978,007 

2,680,248     2  048^80 

_  5,600.101      4,747,971 

196,806,196,187:897,914 

41.384,866    41,384,866 

22335,484:  2i335.4.'M 

529,885        579,110 

112,  70,500  104585,500 


Stock,  $2315,161,  ai 
S  Inoludi  -""■ 
treasury. 


!.  1st  M.,  owned  and  pledged  as  collateral  for  exteniioi 

'.  M.  ft  0.  stock,  610,000,000;  Mil.,  L.  S.  ft  West,  stock 
PR   .fnck.  #1,981,500.   Also   own   G,  ft  V.  W.  commoi 
Dck,  S2|281— Included  on  other  side  of  tbe  acco  uni 
■     ■        "  ~ -"14  preferred  stock   in  oompanr'i 
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Funded  Debt,  May  31st,  1892.  {4,273-07  miles.) 


fiond. 

Dal4 

Ball 

iHlirrtt 

x^,  „r  iofldx. 

uW-iandiog 

"t 

If 

jros  Sirt  1S9S. 

mUurilg. 

m. 

pBDabU. 

Ohio.  lowtt&NebrMkB  Eft..  lalMtge 

laaooaoo 

Aug.   15, 

1892 

P.O. 

Feb.l5-Aiig.l5 

Cedar  Rapids  AHlssonri  River  RB. 

Second  Division,  Ut  Htga.   .   .   . 

532.0(iaOO 

Feb.      1, 

1894 

Feb.  1-Ang.  1 

MapiB  River  RE.,  l.t  Mlge 

*i2,5oaoo 

Jnly     1 

1897 

Jan.  1-Jnly  1 

ChlEBgo&MllwankeBR'j'.lHtMtgB 

1.700,000.00 

Jnly     1, 

Jan.   l-Jaly  I 

129,000.00 

Sept.    1 

Mar.  1-Sept,  1 

Iowa  Midland  K'y,  lat  Mlge     .   .  . 

iSi*>miia 

Oct.      1, 

April  l.Oct  1 

Eacanaha  SiLake  SDpTB'y.  1st  Sitge- 

720,000.00 

July     1 

IBOt 

Jan.  1-July  1 

0.  &  N.  W.  B'y.JstMtgeflowaDiv.) 

700flUO.OO 

April    1 

1902 

4Jf 

April  1-Oet.  I 

•  C.  i  N.  W.  B'y.  Gen.  Con.  Gold., 

12338/100.00 

Dec      1 

1902 

7 

June  1-Dec.  1 

UilxFankoe  ^Hadison  B'y,  iBt  Mtge. 

1,600.000.00 

Sept.    1 

1905 

Mar.  l-8ept.  1 

•Chieago  &  Tomah  KR.,  1st  Jltge- 

1,528.000.00 

Not.     1 

1905 

aav   )-Nov.  1 

Clilc  Mil.  &N,W.  R'y  *'onatmution. 

eoi.ooaoo 

Nov.     1 

1905 

8    '  May  l-Nov.  1  i 

H*noniiD«  River  RB.,  iBl  Htge.  . 

«0,00000 

.Inly      1. 

19C« 

7       J,n.  l-July  1  I 

MenomineeBiv.  BR ,  Eil'n,  la  t  Mtge 

leooooflo 

July     1, 

1906 

Jan.  1-Jaly  1 

Dea  Idoinea  &  Ulnn.  EB.,  lat  Htge. 

60o,ooaoo 

Feb.      1 

1907 

Feb.  1-Aug.  1 

Dakota  Central  R'y.  1st  Mtge.  (W. 

l.iOTflOO.OO 

Sept    1, 

lfl07 

Mar.  l-Sept.  1 

W.  *  SI.  P.  RR.  Snd  (now  Ht)  MtRfl. 

1,594000.00 

Nov.     1, 

190? 

7 

May.l-Nov.  1 

Dakota  Central  B'j  (Soutk  EaatBrn 

Diyiaon),  let  Mtge 

2,000.000.00 

Nov.     1, 

1907 

May  1-NoT.  1 

Booheater  &r  No.  Minn.  E'y.  lat  Mtge. 

200.000.00 

Sept.     1 

1908 

7 

Mar.  1-Sept.  1 

Piain\-iew  HE..  1st  Mtge 

IO0.0OO.00 

Sept.     1 

I9IB 

7 

Mar.  1-Scpt.  1 

Minnesota  VaUey  R'y,  1st  MCse.    • 

i5ojwo.on 

Oct.      1 

1908 

April  1-Ott.  1 

Oltamwa.  CeiJar  Falis  anUSt.Paal 

1.600,000.00 

1909 

Mar.  1-Sept.  1 

Cedar  Rapids  &    Mo.  Eiver  HE., 

' 

UortgaCB  of  1884 

789,ono.oo 

1909 

7 

0.  &N.W.  R'y,  25  jrs.  Debent.  of  1909 

1.902,50000 

Nov.      l' 

1909 

May   1-Nov.  1 

Northern  Illinois  E'y,  latMtgo.  .  . 

l,5i10,(jO0O0 

Mar.     1, 

1910 

5 

Mar.  l-8opt.  1 

MadlsonExt'n..  lat  Mtge, S'k'gFund 

April    1, 

1911 

7 

April  l-0«t.  I 

MpnoniineeEit.lstMtgo.,a'k'  e  F  nnd 

2.5ffi.5OO0O 

1911 

June  1-Dec.  1 

C.  &  N.W.  E'y  Con.  Sinking  Fnnd 

12,767.000.00 

Feb.      1 

1915 

7 

(Feb.l.Moy  I 
f  Ang.  I-Sov.l 

Cedar  EapldsiMD.  River  BE..  3rd 

Hlvlelon,  1st  Mtge 

2,332fl00.00 

M.I      1 

1916 

7 

May  1-Nov,  1 

W.  ASLP.  RR.  (Eitension  Woatem 

Division),  M  Htge 

4.067,500.00 

Dec.      ] 

1916 

7 

June  I-Dec.  1 

No.  "Western  Dnion  R'y.  1st  MtEe- 

3,S65ffilO.0O 

June     I, 

1917 

7      Mar.  1-Sept.l 

CiN.W.R'y.aOSDimDebBnturea.. 

6  350,00ft00 

April  15 

1921 

Apr.lS-Oot.  15 

a  &  N.W.  E'y,  Bst.  of  1888.  i  p.c. 

4.450,000.00 

Ang,    15 

1926 

4 

Feb,15-Aag.ia 

C.&N.'W.R'y,a'k'gFiindof  1879,8  p.e 

8,305,000.00 

Oct.      1 

1929 

Apr.   1-Oct  1 

C.&N.W.R'y,S'k'eFund  of  1879,5  p.c 

7.617,000.00 

Oct.      1 

2199 

5 

Apr.    1-Oct.  1 

Total  Bonds  outataadlng  en  ao- 
ooant  of  above  mileage  of  4,273  07 

88,539.500.00 

=  Quoted  in  Iiondon. 
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Name  of  bonds. 


Bonds 
outstanding 
May  31st,  1892. 


Date 

of 

maturity. 


Sate 
of 
in. 


Interest 
payable. 


C  «&  N.W.R'y  4  p.c.  Extension  Bonds 
of  1886  outstanding,  issued  upon 
Bonds  of  the  F.  E.  &  M.  V.  RR.  Co., 
deposited  as  collateral  witn  the 
Union  Trust  Co.,  Trustee 

C.  *  N.  W.  R'y  25  years  Debentures 
of  1909,  issued  for  purchase  of 
Capital  Stock  of  Fremont,  Elk.  & 
Mo.  Valley  RR.  Co 

*C.  &  N.  W.  R'y  Sinking  Fund  De- 
bentures of  1933,  outstanding,  is- 
sued for  purchase  of  Stock  of  Chi., 
St.  Paul^,  Minneapolis  &  Omaha 
R'y  Co 


Total  Bonds  outstanding  .  .  . 

Bonds  Owned  by  Company ; 

C.  &  N.  W.  R'y  Con.  Sinking  Fund.  . 

C.  &  N.  W.  R'y  Sinking  Fund  of  1879. 

5p.c 

C.  &.*N.  W.  R'y  30  years  Debentures . 

Life  Bonds  in  Sinking  Funds : 

Chi.,  Mil.  &  No.  Western  R'y  Con  .  . 

Dakota  Central  R'y,  1st  Mtge.  (W.  & 

St.P.RR.  Connection) 

C.  &  N.  W.  R'y,  25  yrs.  Debent  of  1909 
Madison  Ext'n,  1st  Mtg.  S'k'g  Fund. 
Menominee  Extension,    1st  Mtge. 

S'k'gFund 

W.  &  St.  P.  RR.  (Extension  West 

Div.),lstMtge 

No.  Western  Union  R'y,  1st  Mtge.  . 
C.  &  N.W.R'y.  Extension  of  1886,4p.c. 


Total  Funded  Debt 

€urrency  Bonds   .  .  $88,311,500.00 
Gold  Bonds 25,924,000.00 


$ 

86,539,500.00 


13,235,000.00 


1,966,500.00 


9,800,000.00 


111,541,000.00 

4,000.00 

128,000.00 
650,000.00 


782,000.00 

149,000.00 

58,000.00 
131,000.00 
172,500.00 

150,500.00 

173,500.00 
135,000.00 
943,000.00 


1,912,50000 


114,235,500.00 


Aug.    15,  1926 


Nov.     1,  1909 


P.O. 


May      1,  1933 


Feb.      1,  1915 

Oct.      1,  1929 
April  15,  1921 


Nov.    1,  1905 


5 
5 


6 


Feb.l5-Aug.l5 


May  1-Nov.  1 


Sept. 

1,  1907 

6 

Nov. 

1,  1909 

5 

April 

1,  1911 

7 

June 

1,  1911 

7 

Dec. 

1,  1916 

7 

June 

1,  1917 

7 

Aug. 

15.  1926 

4 

May  1-Nov.  1 


S  Feb.  1-May  1 
<  Aug.  1-Nov.  1 

April  1-Oct.  1 
Apr.  15-Oct.l5 


May  1-Nov.  1 

Mar.  1-Sept.  1 
May  1-Nov.  1 
April  1-Oct.  1 

June  1-Dec.  1 

June  1-Dec.  1 
Mar.  1-Sept.  1 
Feb.l5-Aug.l5 


*  =  Quoted  in  London. 


mmmmmmmmmmmmKsmmmmmmmmmmmmmmmmma^m^^^ma^^^K^mmmmm 
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It  has  already  been  stated  that  the  auxiliary  companies  ot 
the  Chicago  and  Northwestern  are  operated  independently 
of  the  Ch.  and  N.  W.  proper,  but  controlled  through  owner- 
ship of  stock.   The  following  details  are  of  interest. 

CHICAGO,    ST.   PAUL,    MINNEAPOLIS   AND   OMAHA   ER. 

The  railroad  company  known  by  this  name  came  into 
existence  in  1880,  when  the  Chicago,  St.  Paul  and  Minne- 
apohs,  St.  Paul  and  Sioux  City,  and  North  Wisconsin  rail- 
roads were  consoUdated.  The  length  of  the  company's  lines 
is  1,482  miles,  of  which  1,374  are  owned,  66  leased,  and  42 
controlled  through  ownership.  The  principal  lines  run  from 
Duluth  and  Ashland  on  Lake  Superior  to  St.  Paul  and 
Minneapolis;  from  St.  Paul  to  Elroy,  Wis.,  meeting  the 
Ch.  and  N.W.  at  that  point  and  forming  part  of  the  through 
route  between  Chicago  and  the  twin  cities;  from  St.  Paul 
to  Sioux  City  and  Omaha,  and  local  points.  The  company 
is  extending  its  Western  lines,  and  all  its  roads  are  operated 
in  connection  with  the  Ch.  and  N.  W.,  which  purchased  a 
controlling  interest  in  1882,  when  it  acquired  93,200  common 
and  53,800  7  p.c.  non-cumulative  preferred  shares.  The  share 
capital  amounts  to  $18,559,427  common  ($21,403,293  author- 
ised) and  $11,259,913  preferred  stock  ($12,646,833  author- 
ised). The  funded  debt  consists  of  $409,800  7  p.c.  bonds, 
redeemable  in  1908  and  1909;  $125,000  8  p.c.  bonds  re- 
deemable in  1908;  $23,283,756 '  6  p.c.  bonds,  including 
$13,413,756  of  a  general  mortgage  bearing  6  p.c  interest, 
and,  finally,  $400,000  5  p.c.  bonds;  all  are  first  mortgages 
issued  upon  security  of  the  several  parts  of  the  property. 
Earnings  exceed  fixed  charges  considerably,  but  hitherto 
nothing  has  been  paid  on  common  stock;  preferred  shares 
received  until  1884  inclusive  their  full  7  p.c.  interest,  since 
as  follows:  1885,  4V4;  1886,  1887  and  1888,  6;  1889,  3; 
1890,  1891,  4;  1892,  6V2  p.c.  Below  are  trafiBc  statistics 
and  other  compilations  prepared  from  the  last  annual  reports. 
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Freight   and   Passenger   Movement  on  the  Chicago,  St,  Paul,. 
Minneapolis  and  Omaha  BB. 


Years 

ending 

Dec.  81, 

Average 

mileage 

Operated. 

Passenger    Traffic, 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

Bate, 
Cents. 

Revennst 

mUion 

ions 

carried 

one  mile. 

Rale, 
Cents. 

Revenue^ 

1884.... 
1885.... 
1886.... 
1887.... 
1888.... 
1889.... 
1890.... 
1891.... 

1,313 
1,335 
130 
1,394 
1,389 
1,389 
1,394 
1,482 

58-6 
47-5 
54-6 
66-7 
66-5 
672 
68-6 
77-9 

2.45 
2.75 
2.60 
2.62 
2.48 
2.52 
2.45 
2.51 

1,430,711 
1,305,515 
1,413,218 
1,748,225 
1,647,947 
1,687,909 
1,677,130 
1,956982 

329-7 
3358 
3740 
435-3 
396-3 
<^ll-4 
481-3 
509-9 

125 
1.27 
1.19 
1.14 

i.ia 

1.07 
1.01 
1.12 

4,132,530 
4,225,398 
4,466,734 
4,902,910 
4,447,687 
4,405,450 
4,845,392 
5,718,281 

Earnings — 
Passenger  .... 

Freight. 

Mail,  express,  etc. 


Total  gross  earnings.  .  .  . 
Operating  expenses  and  taxes. 


Net  earnings 

Net  from  land  grants 
Other  receipts.  .  .  . 


Total  income 

Disbursements — 

Net  rentals  paid 

Net  interest  on  debt 

Dividend  on  preferred  stock. 
Loss  on  proprietary  roads.  . 


Total  disbursements. 
Balance,  surplus 


1891. 

$ 

1,956,982 

5,718,281 

346,049 

8,021,312 
5,446,114 


1890. 

$ 

1,677,130 

4,845,392 

325,798 


2,575,198 
468,728 


3,043,926 

89,021 

1,346,827 

662,840 

16,972 


2,015,660 
1,028,266 


6,848,320 
4,788..^69 


1889. 

$ 

1,687,909 

4,405,450 

324,499 


6,417,858 
4,484,412 


2,059,751 
450,715 
136,069 


2,646,535 

85,422 

1,280,228 

450,272 

7,309 


1,933,446 
661,426 


2,494,872 

81,035 

1,323,614 

460,272 

9,609 


1,823,231 
823,301 


1,864,530 
630,342 


GENERAL  BALANCE,  DECEMBER  31,  1891. 
Assets —  $ 

Common  stock  and  scrip 21,403,293 

Preferred  stock  and  scrip 12,646,833 

Funded  debt 24,248,556 

Interest  on  bonds 271,654 

Vouchers  and  pay-rolls 503,826 

Dividends. 337,714 

Taxes 259,006 

Miscellaneous 90,849 

Income  account 7,664,449 

Total  assets 67,426,180 
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$ 
Liabilities — 

Road  and  equipment 58,941^7 

Bonds  and  stocks  owned 4,620,878 

Minn.  Eastern  Railway 173,123 

S.  S.  M.  &  S.  bonds  guaranteed 400,000 

Advance  to  proprietary  roads 897,607 

Cash  on  hand. 1,773,981 

Materials  and  fuel 618.450 

Miscellaneous 772 

Total  UabUities ..  67,426,180 


FREMONT,    ELKHOEN  AND   MISSOURI   VALLEY  RR. 

Various  roads  belonging  to  this  company  radiate  from  Omaha 
to  local  points  in  the  Eastern  part  of  Nebraska,  and  the  main 
line  traverses  that  State,  penetrates  into  Wyoming  and  the 
Black  Hills,  and  is  being  extended  still  further  into  the  Far 
West,  it  is  said  to  meet  the  Great  Northern  railway  at  some 
point  in  Montana;  presumably  Helena  will  be  the  point  of 
junction.  The  Black  Hills,  if  local  newspapers  are  to  be 
beUeved  "  abound  with  all  known  metals  and  other  mine- 
rals,'' and  are  just  now  the  El  Dorado  of  Northwestern 
railways.  The  Northwestern  (Elkhom)  arrived  there  first, 
the  Burlington,  followed  and  the  St.  Paul  is  on  the  way. 
The  total  length  of  the  Elkhom  system  is  1,283  miles,  and 
the  bonds  of  the  system  are  owned  by  the  Ch.  and  N.W. 
The  company  leases  the  Wyoming  Central  Railway,  which 
is  a  continuation  of  the  Fremont  line  from  the  Eastern 
border  of  Wyoming  Westward.  The  Fremont  Elkhorn  was 
chartered  in  1869,  opened  in  1871,  and  on  its  completion 
was  leased  to  the  Sioux  City  and  Pacific  ER.  (see  below). 

The  capital  stock  amounts  to  $1,966,500,  the  funded  debt 
to  $18,599,000.  Subjoined  is  statement  of  revenue  and  dis- 
bursements for  the  last  five  years. 
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EARNINGS  AND  EXPENDITURE. 


Mileage  operated 

Earnings — 

Passengers 

Freight 

Mail,  etc 

Total  earnings.  .  .  . 
Oper.  expenses  and  taxes . 

Net  earnings.  .  .  . 
Fxpenditwre — 

Interest  on  bonds 

Interest  and  exchange  .  . 
Rentals  S.  C.  &  P.  RR.  . 

Total  expenditure  .... 
Balance  surplus  .  .  . 


1891-92. 

1.301 

$ 

714,614 

2,464,265 

302,377 


3.481,256 
2,376,907 

1,104349 

1,017,990 

13,487 


1890-91. 

1.283 

% 

819,584 

2,221.700 

_26a955 

3,310539 
2,258,627 


1889-90. 

1,236 

$ 

752,066 

2,209,946 

255,732 


3,217,744 
2,174,096 


1,043,648 

930,178 

cr.  609 

_  13^545 

943,114" 
150,543 


1888-89. 

1,236 

$ 

725,702 

2,110,099 

262.127 

3,097,928 
2.053,330 


1.044,598 

927,139 

cr.  609 

13^12 

999,891 
104,707 


1887-88. 

1,154 
$ 

629,021 
1,875,382 

240,284 


2.744687 
1,759.966 

984,721 

850.842 

cr.  2,150 

13,120 


SIOUX   CITY  AND   PACIFIC   RR. 

This  railway  is  only  107  miles  long,  bat  it  leases  th© 
Fremont,  Elkhom  and  Mo.  River  RR.  The  company  was 
chartered  in  1868  and  completed  its  line  in  1874.  In  1884 
the  Ch.  and  N.W.  purchased  a  majority  of  stock.  The  road 
was  built  with  the  aid  of  the  Government,  which  made  ad- 
vances not  yet  repaid,  and  runs  from  Sioux  City  to  Mo. 
Valley,  crosses  the  Missouri  at  Blair,  Neb.,  and  meets  the 
Fremont,  Elkhom  and  Mo.  Valley  RR.  in  Fremont,  Neb. 
Below  is  a  statement  showing  revenue  and  expenditure  for 
three  years. 


EARNINGS  AND  EXPENDITURE. 


Mileage  operated 

Earnings  from — 

Passengers 

Freight 

Mail,  express,  etc 

Total  earnings 

Operating  expenses  and  taxes 

Net  earnings 

Expenditure — 
Interest  on  first  mortgage.... 
Interest  on  Government  lien. 

Interest  on  floating  debt 

Dividend  on  preferred  stock.. 
Profit  and  loss 

Total  expenditure 

Balance 


1891-92. 

107 
$ 
251,440 
207,418 

51,358 


510,216 
379,886 


130.330 

97,680 
97,699 

11,830 
cr.5,143 


202,066 
def.71,736 


1890-91. 

107 
S 
237,482 
211,455 

52,446 


501,383 
308,088 


193,295 

97,680 
97,699 

11,830 
cr.4.664 


202,545 
def.  9,250 


1889-90. 

107 
$ 
229.675 
258,513 

52,179 


540,367 
322,361 


218,006 

97,680 

97,699 

2,477 

11,830 

cr.3,604 


206,082 
sur.  11,924 
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MILWAUKEE,    LAKE   SHORE   AND   WESTERN  RR. 

This  most  recent  addition  to  the  Northwestern  system 
consists  of  a  main  line  from  Ashland  to  Milwaukee  and 
numerous  branches  into  the  forest  and  mining  regions  of 
Wisconsin  and  the  Michigan  Peninsula.  The  company  is  a 
reorganisation,  dating  from  1875,  of  the  Milwaukee,  Manitowoc 
and  Green  Bay,  and  the  Appleton  and  New  London  railroads, 
to  which  extensions  have  since  been  added.  It  is  one  of  the 
most  important  Unes  in  this  section,  its  traffic  having  shown 
an  almost  miraculous  growth  during  the  last  few  years;  it 
is  noted  for  its  mineral  and  lumber  traffic,  and  cannot  but 
further  enhance  the  importance  of  the  Northwestern  as  a 
lumber  carrier.  The  total  length  of  the  system  is  788  miles, 
of  which  only  753  are  operated;  724  miles  are  owned,  the 
rest  leased.  The  bonded  debt  of  the  company  reaches  a 
total  of  $13,949,000^  and  consists  mostly  of  sixes,  the  minor- 
ity being  fives.  The  share  capital  is  $5,000,000  7  p.c. 
preferred  and  $2,650,000  common  stock  which  was  exchanged 
in  December,  1891,  for  Chicago  and  N.  W.  stock,  in  the 
following  proportion:  Nine  shares  of  Milwaukee,  Lake  Shore 
and  Western  preferred  stock  for  ten  shares  of  Chicago  and 
Northwestern  common  stock,  and  a  cash  payment  of  $3.50 
per  share  in  lieu  of  a  dividend  of  similar  amount  on  Mil- 
waukee, Lake  Shore  and  Western  preferred  stock;  five 
shares  of  Milwaukee,  Lake  Shore  and  Western  common 
stock  for  four  shares  of  Chicago  and  Northwestern  common 
stock.  The  same  terms  were  offered  to  all  the  stockholders 
of  the  Milwaukee,  Lake  Shore  and  Western  Railway  Com- 
pany, provided  they  consented  on  or  before  the  first  day 
of  February,  1892. 

Details  of  traffic  as  well  as  the  financial  condition  of  the 
company  are  shown  by  the  subjoined  tables.  Dividends  were : 
on  preferred,  7  p.c.  in  1887,  6  in  1888,  since  7;  on  com- 
mon, nil  in  1888,  7  in  1889  and  1890,  nil  in  1891. 
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Passenger   and   Freight   Movement   on    the  Milwaukee,  Lake 
Shore  and   Western  BB, 


Year 

ending 

Dec.  31. 

Avsrage 

mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 
passengers 

carried 
one  mile. 

Rate, 
Cents. 

Beveniie, 

$ 

Million 

tons 
carrifd 
one  mUe. 

Raiey 
Cents. 

Revenue, 

$ 

1885 
1886 
1887 
1888 
1889 
1890 
1891 

526-9 
554-9 
5770 
616-2 
6591 
693-5 
711  0 

11  1 
16-0 
24.6 
21-0 
22  3 
22  6 
24-3 

3.25 
3.15 
2.78 
2.67 
2  62 
'2.64 
2.57 

362,708 
505,998 
6a').790 
562,083 
584,282 
597,293 
626,509 

599 
105-6 
176  9 
194-0 
264-0 
293-5 
246-5 

1.82 
1.65 
1.36 
1.13 
1.06 
1.07 
1.13 

928,118 
1,742,495 
2,420,331 
2,161,683 
2,793,296 
ai48308 
2,794,177 

Earnings  from— 
Freight 

1891. 

$ 
626,509 
2,794.177 
113,418 

189J. 

$ 
597,293 
3,148,.308 
102,966 

188.). 
$ 
2,793,296 
584.282 
97.089 

1888. 

$ 

2,161,683 
562,083 
113,016 

Passengers 

Mail,  express,  etc 

Total  earnings  .... 
Oper.  exp.  and  taxes     .  . 

Net  earnings 

Expenditure — 
Other  receipts 

Total  net  receipts  .  . 

Interest  paid 

Rental  and  miscellaneous. 
Dividends 

3,534,104 
2,217.647 

3,848,567 
2,415,930 

3.474,667 
1.954,204 

2,836,782 
1,745,008 

1,316,457 
4,750 

1,432,637 
24,866 

1,520,463 
15,294 

1,091,774 
12,989 

1,321,207 

748,746 

39,590 

350,000 

1,457.503 

703,050 

37,869 

506,289 

1,535,757 

671,499 

31,764 

490,000 

1,104,763 

579,305 

29,593 

300,000 

Balance 

182,871 

210,295 

342,494 

195,865 

CHAPTER  XXXm. 

THE  CHICAGO,  BURLINGTON  AND  QUINCY  EE. 

The  Chicago,  Burlington  and  Quincy  originated  in  1851, 
when  the  Central  Military  Track  Raikoad  Company  was 
chartered.  An  amalgamation  with  the  Chicago  and  Aurora 
RR.,  commenced  in  1852,  was  effected  in  1856,  since  which 
date  the   corporation   has   existed  under  its  present  name. 

Starting  with  a  system  some  four  hundred  miles  in  length 
and  connecting  the  Mississippi  with  Chicago,  the  Burlington 
followed  the  example  set  by  other  railways  and  gradually  ex- 
tended its  trackage  until  it  now  embraces  upwards  of  6,500 
miles  of  railway.  Between  1856  and  1873  the  company  built 
numerous  small  lines ;  in  1873  it  acquired  the  Burlington 
and  Missouri  River  RR.  in  Iowa;  in  1880  the  Burlington 
and  Missouri  River  Railroad  in  Nebraska  and  the  Kansas 
City,  St.  Joseph  and  Council  Bluffs ;  in  1881  the  extension 
of  the  main  line  to  Denver  was  resolved  upon ;  in  1883 
the  Kansas  City  and  St.  Joseph  was  absorbed;  in  1885 
a  traffic  agreement  was  made  with  the  BurUngton  and 
Northern,  which  company  was  obtained  control  of  in  1890 
through  purchase  of  a  majority  of  stock.  In  the  meantime 
many  small  branches  had  been  added  to  the  system,  and 
to-day  the  Chicago,  Burlington  and  Quincy  RR.  Company 
operates  6,533  miles  of  railroad,  interconnecting  the  principal 
towns  in  the  Northwest,  distributed  over  ten  States,  and 
specified  as  follows  in  the  report  for  the  year  ending  De- 
cember, 1891: — 
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Lines   directly  owned  or  leased 5,166  milea 

„      jointly  operated 158  „ 

„      controlled : 

St.  Louis,  Keokuk  &  N.  W 218  „ 

Kansas  City,  St.  Joseph  &  C.  B 313  „ 

Chic,  Burl.  &  Kansas  City 220  „ 

Chic,  Burl.  &  Northern 363  „ 

Humeston  &   Shenandoah  (half  withWahash)  95  „ 

Total  operated 6.533     „ 

These  lines  directly  connect  the  Black  Hills  (see  p.  490) 
Cheyenne,  Wye,  (on  the  Union  Pacific)  Denver,  Omaha, 
St.  Joseph,  Kansas  City,  St.  Louis,  St.  Paul  and  Minne- 
apolis with  Chicago.  In  addition  the  system  joins  St.  Louis 
with  Kansas  City,  St.  Joseph,  Omaia  and  Denver,  and 
thus  the  *Q' — as  it  is  commonly  called — is  the  most  im- 
portant passenger  route  in  the  entire  West.  But  although 
it  penetrates  as  far  as  the  commercial  centres  of  both  the 
Northwest  and  Southwest,  the  focus  of  its  business  really 
lies  in  Iowa  and  Nebraska,  the  lines  of  this  company  having 
been  the  principal  agency  which  developed  these  two  im- 
portant and  promising  States.  In  Iowa  the  main  line  and 
numerous  feeders  traverse  the  famous  blue  grass  region  in 
all  directions,  and  in  Nebraska,  notably  in  that  part  of 
the  State  which  lies  South  of  the  Missouri,  the  Burlington 
possesses  a  network  exceeding  in  density  that  which  the 
St.  Paul  has  gradually  constructed  some  hundreds  of  miles 
further  North  in  Minnesota  and  Dakota;  and  yet  further 
extensions  are  planned. 

As  may  be  infeiTed  from  the  foregoing  summary  of  con- 
nections, the  Burlington,  running  as  it  does  to  all  main 
points  in  the  Northwest,  is  a  vigourous  competitor  of  the 
other  lines;  yet  this  competition  is  limited  in  so  far  as 
it  is  acutely  felt  only  in  respect  of  through  traffic  at  the 
great  centres  such  as  St.  Paul,  St.  Louis,  Omaha  or  Kansas 
City.  As  regards  local  traffic  the  Unes  of  the  Northwest, 
as   has   been  stated  in  a  preceding  chapter,  have  parcelled 
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out  among  themselves  the  local  business  of  the  country,  and 
each  seems  to  have  selected  its  own  particular  region  where 
it  intends  to  develop  local  business,  in  respect  of  which  it 
brooks  no  opposition  or  competition;  and  the  region  chosen 
by  the  BurUngton  lies  South  of  the  foci  of  local  traffic  of  the 
St.  Paul  and  Northwestern,  and  North  of  those  oftheEock 
Island,  Missouri,  Pacific  and  Atchison.  But  the  Burlington's 
ambition  was  not  gratified  by  estabUshing  a  flourishing  local 
traffic  in  Iowa  and  Nebraska.  Not  willing  to  depend  upon 
the  Union  Pacific  for  its  Rocky  Mountain  and  Pacific  freight, 
nor  disposed  to  submit  to  seeing  the  Chicago  and  North- 
western favoui'ed  by  that  line,  it  went  to  Denver;  and, 
recognising  the  prospects  of  the  Black  Hills  and  Wyoming, 
it  also  extended  its  lines  towards  that  State.  Nor  is  the 
company  likely  to  stop  there.  Around  these  lines  others  will 
cluster  together  at  no  distant  date,  and  from  Denver  the 
Burlington  will  probably  push  its  way  towards  the  Pacific 
Coast;  indeed,  surveys  for  a  line  across  the  Rockies  or  to  Salt 
Lake  City  have  already  been  made.  In  Denver  there  is  but  one 
independent  Rocky  Mountain  road — the  Denver  and  Rio 
Grande — and  there  are  three  lines  begging  for  its  traffic: 
the  Burlington,  Rock  Island,  and  Missouri  Pacific;  the 
Atchison  has  had  its  own  Rocky  Mountain  route  since  it 
acquired  control  of  the  Colorado  Midland. 

The  condition  of  the  entire  property  of  the  C,  B.  &  Q. 
RR.  Co.,  is  excellent,  and  the  company  deserves  the  name 
of  the  *  Pennsylvania  of  the  West.'  All  its  roads  and 
rolling  stock  are  in  thorough  repair,  and  most  rails  are 
661b.  steel,  while  many  of  its  tracks  are  splendidly  ballasted. 
In  Chicago  the  company  uses  the  Union  station,  together  with 
the  Pennsylvania,  with  which  it  has  close  relations;  and  in 
St.  Louis  it  meets  the  Missouri  Pacific.  A  peculiarity  of 
the  BurUngton  is  that  it  excels  all  others  in  advertising. 
By  constantly  keeping  its  name  before  the  pubUc  this  rail- 
way has  made  its  attractions  known  from  the  Pacific  to  the 
Atlantic  coast.     *  Folders,'  of  course,  are  distributed  gratis. 
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for  no  American  railway  would  think  of  asking  payment  for 

its  time  tables.  But  in  addition  to  maps  and  '  folders '  this  road 

distributes   numerous   descriptive  and"  illustrated  pamphlets, 

and  Mr.  Anthony,  its  advertising  genius,  has  invented  fans 

for   ladies   and  playing  cards  for  gentlemen,  both  of  course 

duly   adorned   with   the  road's  name.    The  cards,  although 

of  superior   quahty,    are    sold    at   a  nominal  price,  so  that 

they   have   become   the   principal    implements   of  *  poker ' 

between   the  Lakes  and  the. Gulf.    Waste-paper  baskets  of 

pcqner   macM   bearing    'The   Burlington  Route'  in  blazing 

letters    are   found   in  every  hotel;  note  books,  office  maps, 

letter   weights   and  calendars  are  distributed  by  thousands; 

in   short,    every   conceivable    device   is  employed  to  obtain 

publicity.    Its  advertisements  and  printing  cost  the  company 

$1«0,OCO   per   annum   in   cash;  then*  actual  cost,  however, 

cannot  be  stated,  as  American  railroad  companies  insist  upon 

paying  for  their  advertisements  "in  transportation,''  i.e.,  in 

tickets,  an  unwise  practice  to  which  "we  have  referred  before. 

Subjoined  are  some  statements  showing  the  performance  of 

the  road  and  the  financial  condition  of  the  company.   These 

statistics  are  not  very  comprehensive,  the  Burhngton  having 

not  yet  seen  its  way  to  give  the  same  full  publicity  to  its 

affairs  as  most  of  its  rivals. 

Freight  and  Passenger  Movement  on  the  Chicago ^  Burlington 
&  Quincy  BB. 


Year 
ending 
Dec.  81. 

Average 
mileage 
operated.  * 

Passenger  Traffic. 

Freight  Traffic. 

Million 
passengers 

carried 
one  mile. 

Sale, 
Cents. 

Hevenue. 

$ 

Million 

ions 

carried 

one  mile. 

Ratey 
Cents. 

Revenue, 

$ 

1889 
1890 
1891 

5,055 
5,138 
5,245 

268-7 
292  5 
289-3 

• 

a> 
o  w 

6,223,510 
6,369,664 
6,729,809 

1752-2 
1978-8 
1804-9 

m 

18,190,818 
18,843,104 
18,369,821 

*  Mileage  jointly  operated  is  counted  half. 
American  Railroads. 
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PART   V, 


Earnings — 

Passenger 

Freight 

Mail,  express,  etc. 


Total  gross  earnings  .  .  . 
Operating  expenses  and  taxes 


1891. 

$ 

6,729,809 

18,?69,821 

2,816,497 


27,916,127 
18,549,257 


Net  earnings 9,366,870 

Percentage  of  oper.  exp.  to  earnings.  .  .  66  45 

INCOME  ACCOUNT. 

Net  earnings *  .  .  .  .     9,366,870 

Investments,  etc 1,371.627 

Net  B.  &  M.  land  grants 156,848 


1890. 

S 

6,369,646 

18343,104 

2,513,217 


27,725,967 
18,749,699 


Total  income.  .  .  . 
Disbursements — 

Rentals  paid 

Interest  on  debt  .... 

Dividends 

Rate  of  dividends.  .  .  . 
Carried  to  sinking  fand 

Total  disbursements 
Balance 


10.895.345 


230,280 
5.817,266 
3,246,686 
(4Jip.c.) 

764839 


10.059,071 
sur.836,274 


8.976,268 
67  62 

8,976.268 
806.035 
178.455 


9.960,758 

206,078 

5.491.992 

4,819,630 

(5  p.c.) 

745.492 


10,263,192 
df.302,434 


CONDENSED  GENERAL  BALANCE  SHEET. 

1891. 
Assets — 
Road,  equipment,  etc. 
Stocks  &  bonds  owned 
Current  accounts   .    . 
Materials,  fuel,  etc.   . 
Cash  on  hand    .    .    . 
Sinking  funds    .    .    . 


Total    . 
Liabilities — 
Stock,  common  .... 

Bonds 

Land  grant  sinking  fund 
Other  sinking  funds.  . 
Contingent  liabilities  . 
Renewal  fund    .... 

Miscellaneous 

Profit  and  loss  .... 
Income  account.    .    .    . 


Total 


187,817,475 

32,961,805 

3,180,538 

1,000,353 

2,816,763 

14,577.407 


242,354.341 

76.394,905 

109,711,200 

8.763820 

10.584,838 
4,720,281 
9.000,000 
4,456,969 
6,637,623 

12,084,705 


242,354341 


1889. 

$ 

6,223,510 

iai90.818 

2.363.985 

26,778.313 
17,690.547 

9,087.766 
6606 

9,087.766 
672.863 
291.443 

10,052,072 

192.119 

5,425,611 

3,055.704 

(4p.c.) 

744.472 

9.417,906 
sur.634,i66 


1890. 

184.176.431 

31,142.013 

3.671.187 

1,698,440 

2.275818 

13.813.937 


236,777,826 

76,394.505 
106,739,202 
8,376,735 
9,471,154 
4,720,281 
9,000.000 
4,375,936 
6,451,582 

11,248.431 


236,777.826 
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General  Balance  Sheets  December  31st,  1891,  showing  Capital 
Stock,  Bonded  Debt,  Investments,  etc. 


DEBIT. 

Capifal  Stock— 
763936    shares    C.  B.   &  Q.  stock,  reported 

Dec.  31,  1890 

4  shares  C.  B.   &  Q.  stock,  issued  for  5  per 

cent,  bonds  of  1903  converted  ...... 


B.  &  M.  R.  RR.  (Iowa)  stock,  amount  Dec.  31, 
1891 


Funded  Debt— 
C.  B.  &  Q.  7  per  cent,  bonds,  payable  Jan  1, 1896. 
C.  B.  &  Q.  consolidated  mortgage  7  per  cent- 

bonds,  payable  July  1,  1903 •    . 

C.  B.  &  Q.  sinking  fund  5  per  cent,  bonds, 

payable  June  1,  1895,  issued  for  the  Albia 

Knoxville  &  Des  Moines  RR 

Less  amount  purchased  for  sinking  [fund,  and 

cancelled 

*0.  B.  &  Q.  sinking  fund  5  per  cent,  bonds, 
payable  Oct.  1,1901,  issued  for  the  St.  Louis, 

Rock  Island  &  Chicago  RR 

Less  amount  purchased  for  sinking  fund  and 
cancelled. 

C.  B.  &  Q.  Iowa  division  mortgage  sinking 
fund  5per  cent,  bonds,  payable  Oct.  1,1919. 

Less  amount  purchased  for  sinking  fund  and 
cancelled 

C.  B    &  Q.  Iowa   division  mortgage  sinking 

fund  4  per  cent,  bonds,  payable  Oct.  1, 1919 

Less  amount  purchased  for  sinking  fund  and 


$ 


462,000.00 
132,00000 


cancelled 


C.  B.  k  Q.  sinking  fund  4  per  cent,  bonds, 
payable  Sept.  1,  1921,  issued  for  the  Bur- 
lington &  Southwestern  Ry 

C.  B.  &  Q.  sinking  fund  4  per  cent,  bonds, 
payable  Feb.  1,  1922  (Denver  extension)     . 

C.  B  &  Q.  5  per  cent,  bonds,  payable  May,  1 
1913,  issued  for  Hannibal  &  St.  Joseph  RR. 

stock 

*C.  B.  &  Q.  Nebraska  extension  mortgage 
sinking  fund  4  per  cent,  bonds,  payable 
May  1,  1927 

Less  amount  purchased  for  sinking  fund  and 
cancelled 


2,500,000.00 
184,000.00 


3,000,000  00 
108,000.00 


10,591,000.00 
2,225,000.00 


C.  B.  &  Q.  convertible  5' per  cent,  bonds,  pay- 
able September  1,  1903 

Less  amount  converted  into  stock  .... 


B.  &  M.  R.  RR.  (Iowa)  land  grant  mortgage 
sinking  fund  7  per  cent,  bonds,  payable 
October  1.  1893 

Less  amount  purchased  for  sinking  fund  and 
cancelled 


28.652,000.00 
1.087.000.00 


7,639.20000 
400.00 


5,058,350.00 
1,155,450.00 


$ 
76,392,600.00 , 
400.00 


76,393,000.00 
1,905.00 


76,394,905.00 

547,500.00 

17,500,000.00 


330,000.00 


2,316,000.00 


2,892,000.00 


8,366,000.00 

4,300,000.00 
7,968,000.00 

9,000,000.00 


27,565,000.00 


7,638,800.00 


3,902,900  00 
32* 
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t  M-  B.  RH.  (lown)  convertible  Specee 
-Jiiiifl,    payable  Jnly  1,  IB94  ,       .   .       . 
B-&  M.  K.  HB.  liiNebrasha  consolidated  mo.. 
^  sinking  fund  6  per  cent,  tjouda,  pay- 

.  Jnly  1.  191S 

U.   B.  HB.  <n  Nebrnnks  ultihlng  fnn 

payable  January  1, 1611 

n  &  NsbraBbaBR  stocb 

_,R.morlgBg*8ln'  ' 

s,  psyablB   July  1, 


3^7,000  « 


■  =  Quoted  In  London. 

rantit^int  LiahiUtiet  far  Braneh  linnet:  —  I 

Ottawa.  Oiiwego  ft  Fox  Elvec  VaUev  RB.  H  per  ccnt.bonda, 

payable  July  1.  1900 

Omflba    *   Southwestern    EB.    8  per    cent,  bonds,  payable 


Coupon  Interest  i 

1,  1SB2)    .      .     . 

Unpaid  Toncliera 


ipald  (Iccladlng  81,204,44 


C.  B.  &  Q,  5  per  cent,  bonds,   account  of  A.  K.  &  D.  M.  ER. 

D.  B.  &  Q.  5  per  Cent,  bouds,  aecount  of  St.  li.  E.  l'.  &'  c'. 
RR.  bouda ' 

C.  B,  &  Q.  4  and  5  per  f  ent.  bonda  (iowa  division) .     . 

C.  B.  &  (J.  4  per  cent,  bonds  of  1921  (B.  &  S.  W.  By.). 

C.  B.  &  Q.  4  per  cent.  l)oiids  1922  (Denver  extension]  .    .     . 

C.  B.  &  Q.  4  per  cent,  bonda  at  1B27  [Nebraska  extension)   , 

B.  &  M.  R.  EB.  (Iowa)  laud  grant  bonda   . 

B.  Si  U.  B.  HB.  In  Nfbraaha  B  per  cent  bonda  of  II 

B,  ti  K.  E.  RE.   in  Kebraslia  4  per  cent,  bonds  of  1910  (A.  & 

N.  EB.) 

Republican  TalleyBB.  B  per  cent,  bonds  of  1919    . 
Ltneoln  &  North  Weatem  EB.  T  per  cent,  bonds  of 


1,]02,3M. 
2313,463, 
5^.456. 
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CREDIT. 

Construction  A  ccounh — 
Amount  of  construction  and  equipment  reported  Dec.  31, 1890  • 
Amount    expended  for   construction  on  main  line  in    1891 

$538,417.54 
Amount  expended  for  equipment  in  1891   .     .     .      759,029.83 


Cost  of  Branch  Roads — 
Cost  of  branch  construction  reported  Dec.  31,  188D  .     . 
Amount  expended  for  construction  on  branches  in  1891 


Cost  of  investments  in  Chicago  &  Iowa;  Hannibal  &  St. 
Joseph;  Kansas  City  St.  Joseph  &  Council  Bluffs;  Chicago, 
Burlington  &  Kansas  City;  St.  Louis,  Keokuk  &  North 
Western;  Humeston  &  Shenandoah;  Chicago,  Burlington  & 
Northern;  and  other  railroad  securities 

Sundry  investments     .     .  

Materials  on  hand  for  future  use 

Trt4^tees  of  Sinking  Funds,  shotoing  the  cosl  of  uncancelled  securities 
held  in  Sinking  Funds  for — 

C.  B.  &  Q.  5  per  cent,  bonds  of  1895 

C.  B.  &  Q.  5  per  cent,  bonds  of  1901 

C.  B.  &  Q.  4  per  cent,  bonds  of  1921 

C.  B.  &  Q.  4  per  cent,  bonds  of  1922 

B.  &  M.  R.  RR.  (Iowa)  land  grant  bonds 

B.  &  M.  R.  RR.  in  Nebraska  6  per  cent,  bonds 

B.  &  M.  R.  RR.  in  Nebraska  4  per  cent,  bonds 

Republican  Valley  RR.  6  per  cent,  bonds 

Lincoln  &  Northwestern  RR.  7  per  cent,  bonds 

Current  Accounts — 

Sundry  available  securities 

Sundry  accounts  and  bills  receivable 

Cash  in  treasury 


112,511,861.63 


1,297,447.37 


113.809,309.00 

71,664,569.49 
2,343,596.72 


74,C08,166  21 


30,751,958.89 
2,209,846.74 
1,000,352.65 


229,848.86 

927,266.95 

535,456.40 

973.663.74 

9,501,889  06 

3,043,802.75 

1,044,773. 14 

224,105.93 

96,600.30 


14,577,407.13 

356,888.38 
2,823,649.05 
2,816,763  48 


5,997,300.91 


242,354,341.53 


The  Burlington  has  paid  the  following  dividends: — 


'rem 

1873 

until 

1876   inclusive 

10   p.< 

» 

1877 

n 

1879 

n 

9 

n 

1880 

n 

1882 

n 

8    „ 

n 

1883 

n 

1885 

n 

7 

» 

1886 

n 

1888 

n 

6 

n 

1889 

n 

1890 

n 

5 

In 

1891 

4^  p.c. 

■n 

1892 

(until 

Sept.  30) 

three 

quarterly 

dividends  of  4i 

p.c. 

Concerning  the  proprietary  systems  all  that  is  neces- 
sary for  our  purpose  is  to  state  the  following:  The  Ch., 
B.,    &  Northern   operates   363   miles,   and  was  completed 
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• 

in  1886,  forming  one  of  the  best  connections  between 
Chicago  and  St.  Paul,  and  using  part  of  the  C,  B.  &  Q. 
main  line  to  the  West;  this  road  claims  to  be  better  graded 
than  any  other  connecting  its  two  terminals.  The  company- 
issued  bonds  to  the  amount  of  $12*7  millions  and  its  stock 
amounts  to  $9,068,500,  earns  no  dividend,  and  was  bought 
at  40  in  1890  by  the  C,  B.  &  Q. 

The  Chicago,  Burlington  &  Quincy  and  Chicago  &  Iowa 
give  a  traffic  guarantee  for  twenty  years  of  one-half  of  their 
net  earnings  derived  from  business  to  and  from  the  Chicago, 
Burlington  &  Northern  (to  be  not  less  than  $100,000  per 
year)  for  the  retirement  of  Chicago,  Burlington  &  Northern 
firsts  at  105;  and  after  March  31st,  1896,  the  whole  issue 
may  be  retired  at  105.  In  1891  gross  earnings  were 
$2,224,203;  net,  $925,683.  In  1890,  gross,  $2,115,412; 
net,  $876,855;  interest,  $692,700;  rentals,  etc.,  $106,001; 
surplus,  $213. 

The  Kansas  City,  St  Joseph  and  Council  Bluffs  RR. 
connects  the  three  towns  after  which  it  is  named.  Bonded 
debt  $5,587,000.  The  capital  stock  of  $5,262,600  was 
purchased  by  the  Chicago,  Burlington  &  Quincy  in  1880, 
and  the  road  is  operated  as  part  of  that  system.  In  1890 
gross  earnings  were  $1,863,021;  net,  $596,327;  surplus 
over  fixed  charges,  $183,031;  dividends  paid,  $161,577. 


CHAPTER 

THE  WABASH. 

The  oldest  part  of  what  to-day  is  the  Wabash  system 
was  projected  in  1857,  when  the  North  Missouri  BR.  was 
chartered.  This  road  was  built  with  State  aid,  Missouri 
advancing  $435,000  in  its  own  bonds  secured  by  a  lien  on  the 
road  ^  and  was  to  connect  St.  Louis  with  Kansas  City.  Con- 
struction was  pushed  forward,  a  first  mortgage  of  $6,000,000 
being  issued,  but  although  the  company  absorbed  several 
others  its  hues  did  not  reach  Kansas  City  during  the  first 
stage  of  its  existence.  In  1868  the  State  waived  its  mort- 
gage rights  and  the  company  was  thereby  enabled  to  issue 
a  second  mortgage  to  the  amount  of  $4,000,000,  on  the 
interest  of  which  it  defaulted,  a  sale  in  foreclosure,  held  in 
1871,  being  the  result.  The  property  was  acquired  by  the 
St.  Louis,  Kansas  City  and  Northern,  which  built  several 
new  branches  and  increased  the  length  of  the  system  to  599 
miles,  completing  the  connection  between  St.  Louis  and 
Kansas  City,  Council  Bluffs  and  other  points.  In  1879  the 
St.  L.,  K.  C,  &  N.  amalgamated  with  the  Wabash  RR. 
Co.,  a  corporation  which  was  a  reorganisation  of  the  Toledo, 
Wabash  and  Western,  the  latter  again  being  an  amalgamation 
of  many  small  lines.  After  the  fusion  of  the  Wabash  with 
the  St.  Louis,  Kansas  City  and  Northern  the  company  was 
known  as  the  Wabash,  St.  Louis  and  Pacific  RR.,  and  owned 
about  860  miles  of  road  running  from  Toledo  on  Lake  Erie 
to  Kansas  City  and  other  points,  via  St.  Louis. 

This  consolidation  was  very  much  of  a  'deal.'  Mr.  Grould 
and  several  others  who  had  acquired  anything  but  a  good 
reputation  over  the  management  of  the  Erie  had  a  finger 
in  the  pie,  and  hence  it  is  almost  needless  to  say  that  the 

— ■  -  -  »      — ■ — — — 

1  This   lien  was  relinquished  in  1868,  the  State  declaring  itself  satisfied  with 
a  payment  of  $200,000  in  its  own  bondsr 
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company's  finances  were  conducted  on  no  very  commendable 
principles.  Immediately  after  the  amalgamation  the  capital 
consisted  of  $40,000,000  in  shares,  and  the  funded  debt 
amounted  to  $35,464,550;  this  last  amount  alone  represen- 
ted more  than  twice  the  value  of  the  lines,  which  were  in 
very  bad  condition.  Instead  of  endeavouring  to  improve 
and  consolidate  the  property,  however,  its  managers  saw 
fit  to  plan  extensions  on  a  very  elaborate  scale,  and  leased, 
purchased  and  constructed  a  great  number  of  lines  upon 
conditions  distinctly  disadvantageous  to  the  lessee;  it  is 
well  known  that  the  leased  properties  consisted  of  bad 
local  lines  of  little  value  which  were  first  bought  by  Gould 
and  his  associates  in  their  private  capacity,  and  then  sold 
or  leased  to  their  company.  By  1880  the  system  had 
attained  a  length  of  2,479  miles,  and  at  the  close  of  1881 
the  company  operated  3,518  miles— an  increase  of  2,600 
miles  since  1879.  One  of  the  results  was  that  the 
funded  debt  had  grown  to  $71,000,000,  there  being  also  a 
floating  debt  exceeding  $3,000,000  and  other  liabilities. 
The  greater  part  of  this  debt  was  caused  by  the  purchase 
of  worthless  lines,  although  a  portion  originated  in  the 
payment  of  interest  and  dividends  out  of  earnings :  for 
example,  the  company  paid  a  dividend  of  6  p.c.  on  its 
preferred  stock  (23  mUUons)  in  1881,  although  earnings  for 
that  year  were  over  $1,000,000  below  fixed  charges. 

In  1883  the  system  was  leased  to  the  Iron  Mountain 
ER.,  and  became  part  of  the  *  Southwestern  System'  con- 
trolled by  Gould.  This  lease  was  one  of  the  most  curious 
ever  made,  the  Iron  Mountain  paying  no  rental  but  agreeing 
to  advance  to  the  Wabash  any  amounts  that  might  be 
required  to  make  up  the  deficiency  should  its  earnings  fall 
short  of  fixed  charges.  These  advances  were  to  be  secured 
by  liens  upon  the  property,  and  the  Iron  Mountain  Co. 
could  at  any  time  refuse  to  grant  them,  in  which  case 
however,  the  Wabash  had  a  right  to  terminate  the  'lease.' 
The  Iron    Mountain  made    such   advances   in    1883,   but 
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refused  to  repeat  the  process  in  May,  1884,  when  the  Wabash 
had  a  considerable  deficit ;  as  a  result  the  latter  defaulted 
on  its  general  mortgage  bonds  and  went  into  the  hands  of 
a  receiver.  With  regard  to  this  receivership  the  grossest 
irregularities  are  well  known  to  have  taken  place.  Default 
was  no  absolute  necessity,  and  the  receivership  was  not 
applied  for  by  creditors,  as  is  usual,  but  by  the  company 
itself,  which  alleged  to  be  indebted  to  the  extent  of  $2,200,000, 
for  which  sum  it  had  issued  promissory  notes,  endorsed 
"by  persons  of  high  financial  standing"  whose  names  were 
withheld  because  of  "  the  personal  inconvenience  and  injury 
which  might  result  to  them  from  the  pubUcity  thereby  given 
to  their  business  affairs."  It  transpired  later  that  Mr.  Gould 
and  several  of  his  lieutenants  were  the  "  financiers  of  high 
standing,''  all  endorsers  being  members  of  the  boards  of  the 
Missouri  Pacific,  Iron  Mountain  and  Wabash  companies. 
The  judge  who  appointed  the  receivers  was  a  corrupt  relative 
of  one  of  Gould's  lieutenants,  and  Messrs.  Solon  Humphreys 
and  Timothy  Tutt  became  receivers,  the  former  being  a 
member  of  the  Wabash  board,  the  latter  a  St.  Louis  financier 
closely  connected  with  Gould.  With  such  men  in  power 
there  was  of  course  no  end  of  robbery  and  jobbery.  The 
promisory  notes,  issued  nobody  knows  in  consideration  of 
what  were  replaced  by  receivers  certificates,  and  a  floating 
debt  of  $7,600,000  was  contracted  during  the  thirty  months 
which  elapsed  before  a  reorganisation  was  attempted  in  1986. 
Owing  to  the  manipulation  of  the  St.  Louis  Courts,  orders 
were  made  permitting  sale  in  foreclosure,  and  the  property 
came  under  the  hammer  and  was  bought  by  a  purchase 
committee.  Unfair  proposals  being  made  with  regard  to  a 
reorganisation,  the  foreign  bondholders  interfered  and  succeeded 
in  bringing  an  action  before  the  Courts  of  lUinois  and  Ohio. 
These  Courts  investigated  the  matter  and  unearthed  so  many 
frauds  that  they  removed  the  receivers  as  far  as  those  parts 
which  were  within  their  jurisdiction  were  concerned,  and 
hence   separate  receivers  were  appointed  for  the  lines  East 
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of  the  Mississippi,  Gould  remaining  in  control  of  the  Western 
lines.  His  power  over  the  Wabash  was,  however,  broken,  and 
after  protracted  negotiations  a  reorganisation  committee  in 
which  Gould  was  represented,  was  appointed,  and  completed 
it  task  in  1889.  ^  The  capitalisation  was  remodelled  in  such 
manner  that  annual  charges  were  considerably  decreased 
while  many  leases  lapsed  owing  to  the  reorganisation,  the 
new  company,  being  unwilUng  to  renew  these  unprofitable 
arrangements.  Since  1889  Gould's  influence  has  increased, 
and  he  is  now  to  all  intents  and  purposes  once  more  in 
control. 

The  Wabash  system  of  to-day  comprises  1,930  miles  ot 
railroad,  of  which  1,457  miles  are  owned,  213  leased,  and 
179  operated  under  joint  trackage  arrangement;  while  70 
miles  belong  to  the  purchasing  committee.  The  subjoined 
summary  shows  details  : — 

The  main  track  mileage  is  located  in  States  as  follows: — 

In  Michigan 79*7 

In  Ohio 104-6 

In  Indiana 393-7 

In  lUinois 731-0 

In  Missouri 499*1 

In  Iowa 124-6 

Total 1,932-7 

^  In  the  second  half  of  1889  the  following  information  was  made  public  :— 
"  The  capital  stock  of  the  consolidated  company  will  be  $52,000,000.  Of  this 
$24,000,000  will  be  preferred  and  $28,000,000  common  stock.  The  preferred  will 
receive  7  per  cent,  dividends  before  the  common  will  be  entitled  to  any.  This 
new  stock  will  be  issued  to  the  holders  of  the  stock  of  the  old  Wabash  St.  Louis, 
and  Pacific,  deposited  under  the  reorganisation  plan.  The  resurrected  Wabash, 
with  its  1,952  miles  of  road,  will  have  a  bonded  debt  of  $78,000,000,  making  a 
total  of  $130,000,000  of  obligations  under  which  it  must  commence  its  new  career. 
This  makes  an  average  of  something  over  867,000  of  debt  and  stock  per  mile, 
and  about  $40,000  of  bonded  obligation  per  mile.  The  bonds  consist  of  $34,000,000 
of  first  mortgage,  $14,000,000  of  second  mortgage,  and  $30,000,000  of  debentures. 
The  latter  will  draw  interest  only  if  earnings  are  suflacient,  and  if  they  are  not 
suflftcient  the  unpaid  interest  will  not  be  cumulative.  The  fixed  charges  will  be 
$2,614,950  (after  1895  $200,000  less).  The  debentures  will  require  $1,«00,000.  The 
first  mortgage  covers  all  the  real  and  personal  property  of  the  consolidated  lines 
east  and  west  of  the  Mississippi,  and  its  object  is  to  secure  an  issue  of  $34,000,000 
50-year  5  per  cent,  gold  bonds,  dated  1st  November,  1887,  of  which  $11,741,000 
are  to  be  used  to  ray  the  bonded  indebtedness  of  lines  west  of  the  Mississippi, 
while  the  balance  of  $22,259,000  is  to  be  used  for  the  purpose  of  taking  up  first 
mortgage  bonds  east  of  the  Mississippi.  The  second  mortgage  is  a  lien  on  all 
the  lines  east  and  west  of  the  river  to  secure  $30,000,000  debenture  bonds  to  run 
for  50  years  from  1st  February,  1888,  and  to  bear  interest  at  the  rate  of  5  per 
cent,  per  annum;  these  debentures  are  to  be  used  in  taking  up  outstanding  bonds." 


CHAP,  xxxiv.  THE   WABASH.  507 

These  lines  form  a  direct  connection  between  Kansas 
City  on  the  one  hand  and  St.  Louis,  Cliicago,  Toledo  and 
Detroit  on  the  other,  between  Chicago  and  St.  Louis  and 
numerous  other  points.  Branches  go  to  Des  Moines,  Keokuk, 
Streator,  the  Illinois  coalfields,  etc.,  and  the  tracks  traverse 
a  splendid  agricultural  region  particularly  noted  for  its  vast 
production  of  Indian  corn.  The  lines  between  Kansas  City 
and  Toledo  (via  St.  Louis),  between  Kansas  City  and  Chicago, 
and  especially  between  St.  Louis  and  Chicago  are  all  short 
routes,  and  the  company  is  now  building  the  Detroit  Short 
Line  which  will  run  from  Chicago  to  Montpelier,  0.,  meeting 
the  Wabash  main  line  at  the  latter  place  and  obviating 
the  necessity  of  giving,  as  has  been  done  hitherto,  part  of 
the  through  traffic  between  Chicago  and  Detroit  to  the 
Chicago  and  Erie,  which  meets  the  main  hne  at  Laketon 
Junction,  Ind. 

Below  are  the  customary  statistics  showing  the  present  con- 
dition of  the  company.  In  1892  interest,  rentals  and  taxes 
required  $3,643,946  the  available  revenue  for  the  year 
ending  June  30th.,  1892,  being  $3,945,222.  The  company 
therefore  could  pay  6  p.c.  on  the  $3,500,000  'A'  debentures, 
as  in  previous  years,  after  which  a  balance  $91,4  76  remained 
as  net  result  of  the  year's  operations,  the  'B'  debentures 
receiving  nothing.  The  company  is  issueing  $3,500,000  gold 
mortgage  bonds  redeemable  in  1941  for  its  Detroit  and 
Chicago  extension.  The  earnings  of  this  division  are  to  be 
kept  separate,  and  out  of  them  the  interest  will  be  paid, 
it  being  moreover  stipulated  that  out  of  these  earnings  a 
sum  not  exceeding  2  p.c.  of  bonds  outstanding  is  be  kept  in 
a  sinking  fund  for  redemption  by  drawings  or  purchase  at  110. 

The  physical  state  of  the  Wabash  is  far  from  satis- 
factory, all  roads  except  the  main  line  being  in  bad 
condition.  The  Wabash  never  has  been  a  good  road,  for 
from  its  earUest  days  down  to  the  present  time  chronic  lack 
of  funds  prevented  it  from  effecting  betterments  on  anything 
like   a  thorough  scale,  and  this  has  of  course  reacted  upon 
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operating  expenses  to  an  extent  that  cannot  be  better  illustra- 
ted than  by  contrasting  freight  statistics  of  the  Wabash  with 
those  of  the  Lake  Shore.  There  is  little  difference  between 
the  geographical  situation  of  the  two  roads;  the  Wabash, 
indeed,  rather  enjoys  an  advantage  on  account  of  its  being 
beyond  the  influence  of  Lake  competition;  but  the  disparity 
in  technical  perfection  is  so  great  that  the  Lake  Shore  can 
move  one  ton  of  freight  at  an  average  cost  of  0.485c. 
while  the  Wabash  cannot  do  it  for  less  than  0.554c., 
which  means  that,  were  the  Wabash  as  perfect  a  road  as 
the  Lake  Shore,  its  freight  movement  would,  with  the  present 
gross  rates,  yield  some  $960,000  net  revenue  per  annum 
more  than  it  does  now.  The  disadvantages  arising  from  the 
bad  condition  and  the  desirability  of  betterments  were, 
apparently,  clearly  realised  by  the  management.  In  his  annual 
report  for  1890  (p.  7)  President  Ashley,  said:  "If  an  ex* 
penditure  of  $500,000  could,  however,  be  made  in  one 
single  year  on  lines  West  of  Mississippi  River  it  would  be 
true  economy  in  the  end."  Again  on  page  10  of  the  1891 
report  it  is  remarked  that  "Providence  for  the  perfection 
of  the  road,  both  by  more  thorough  ballasting  and  changes 
of  gradient,  should  be  made  from  time  to  time  as  money 
can  be  appropriated,  but  surplus  income  may  suffice  to  make 
these  improvements  without  adding  to  the  debt  of  the  company." 
These  official  utterances  left  no  doubt  as  to  the  board's 
poUcy,  and  the  good  earnings  of  1891-92  have  been  taken 
advantage  of  to  effect  the  requisite  betterments.  In  1891-92 
net  earnings  were  Uttle  larger  than  in  1891  while  gross 
receipts  show  an  increase  of  over  1^/4  milUon.  The  annual 
report  shows  that  vast  sums  have  been  spent  on  the  perma- 
nent way;  but  it  is  doubtful  whether  this  expenditure  is 
more  than  a  drop  in  the  sea. 

Subjoined  are  the  usual  compilations: 
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Traffic  Statistics  for  twelve  years.  (Until  188S  inclusive 
years  ended  December  31st ;  since  the  reorganisation  they  ter- 
minate June  30tk.) 
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Statement  of  Lines  Covered  hy  the  First  and  Debenture  Mort- 
gages of  the   Wabash  Railroad  Company. 

LINES  EAST  OF  THE  MISSISSIPPI  RIVER. 

Toledo to  East  Hannibal 462-3  Miles. 

Bluflfs to  Camp  Point 39  4      „ 

Clayton to  Elvaston 345 

Decatur to  East  St.  Louis 110-2      „ 

Auburn  Junction to  Eflangham 205-4      „ 

Shumway to  Altamont 10  3      „ 

Fairbury. to  Streator 31-5      „ 

Edwardsville to  Edwardsville  Crossing 8*5      „ 

Delrey  (near  Detroit) to  Butler 110  2      „ 

Total  lines  east 1,012-3     „ 

LINES  WEST  OF  THE  MISSISSIPPI  RIVER. 

St.  Louis,  Tayon  Avenue. . . .to  Harlem 274*8  Miles. 

St.  Louis,  Levee to  Ferguson 108      „ 

Moberly to  Ottumwa 130-9      „ 

Brunswick to  Pattousburg 79-7      „ 

Salisbury to  Glasgow 14*7      „ 

Centralia .to  Columbia 217      - 


n 


Total  lines  west 5326 

Total  all  lines  covered  by  the  first  and  debenture  mortgages  ...    1,544-9      „ 
The    second   mortgage  covers  all   the  lines  east  of  the  Mississippi  River,  as 
above;  total  number  of  miles,  1,012-3. 

Note.— The  first  and  debenture  mortgages  also  cover  the  leasehold  inte- 
rest which  the  Wabash  Railroad  Company  has  in  the  Eel  River  Railroad  from 
Butler  to  Logansport,  a  distance  of  932  miles,  and  also  covers  the  leasehold 
interests  which  the  Wabash  Railroad  Company  has  in  the  terminals  at  Detroit, 
Chicago,  Hannibal,  Quincy  and  Kansas  City,  and  in  the  bridges  at  Hannibal, 
St.  Louis  and  Kansas  City. 

The  second  mortgage  also  covers  the  leasehold  interest  which  the  Wabash 
Railroad  Company  has  in  the  Eel  River  Railroad,  from  Butler  to  Logansport,  a 
distance  of  93-2  miles,  and  the  leasehold  interests  which  the  Wabash  Railroad 
Company  has  in  the  terminals  at  Detroit,  Chicago,  Hannibal  and  Quincy,  and  in 
the  bridge  at  Hannibal. 

The  first  and  debenture  mortgages  cover  the  lines  west  of  the  Mississippi 
River  above  described,  subject  to  prior  divisional  mortgages.  By  the  terms  of 
the  first  mortgage,  a  sufficient  number  of  first  mortgage  bonds  are  reserved 
to  meet,  at  their  maturity,  or  whenever  exchanges  can  be  made,  the  divisional 
mortgages  covering  the  lines  west  of  the  Mississippi  River. 
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The  Wabash  Railroad  Company.  Tonnage  of  Articles  Carried. 


IS9I-9S.         }  830-91.         ISS9-90. 
Tori.  Tons.  Tout. 


aduclr  of  Agricuttvre — 
WHeal 

Otber  gruln 

Oilier  mill  prodocts .... 

Cotton 

IFrBita  and  vegetables  .    .    . 

ILiye  stock 

'Dressed  mests 

;Other  paokJng-boufle  products 

Hides  and  leather     .     .    .    • 
Products  of  Stius— 

StoDe,  sand,  etc 

Anthracite  coal 

Bituminous  coal 

Colie ■.    -     ■ 

odMli  of  Oil  Forest— 

Other  articles 

Hamtfactuni- 
Petroleum  and  other  oils  .    . 

Sugar 

Iron,  pig  and  bioom .... 
Iron  and  steel  rails  .... 
ir  costingp  and  machinery 
Cement,  brick  and  lime  .  . 
Agrlcultaral  implomenW  .  . 
jons,  tarrlages,  tools,  eto. 
Wines,  beer  and  liquors  .  , 
H.  H.  goods  and  furniture.    . 

Uercbsndlse 

Miscellaneous 

Total 

Company's  freight.    .    ■    ■ 


153,972 
88,225 
38,683 
9230 
56,868 
91.808 

480,746 
102.833 
85,440 

20.1M 

172,584 


15471 
50.346 
15,345 


164,692 
122;fl66 
68,730 
30,710 


467,865 
11^446 
119  634 


304,469 
136316 
73,246 


70,762 
5,117 
10,471 

119/WO 

I91.66e 

1,604,231 

34,322 


CHAPTER  XXXV 

THE     CHICAGO     AND     ALTON. 

For  many  years  past  this  company  has  been  conspic- 
uous  as  financially  the  soundest  to  be  found  in  the  entire^ 
West,  if  not  in  the  whole  country.  Its  principal  character- 
istics are :  unsurpassed  excellence  of  property,  able,  conser- 
vative and  independent  management,  and  good  and  regular 
returns  upon  a  moderate  capital. 

In  February,  1847,  the  present  main  line  was  chartered 
as   the  Chicago  and  Mississippi  Railway,  but  the  company 
owning  the  property  was  reorganised  ten  years  later  as  the 
Chicago,  Alton  and  St.  Louis  RR  Co.,  and  again  in  1861, 
after    foreclosure.     In    1862   it   acquired  the   St.   Louis, 
Alton   and   Chicago  RR. ;  in  1868  it  leased  the  St.  Louis,. 
Jacksonville,    and   Chicago   RR.,  with  which  it  was  conso- 
lidated in  1884;  and  in  1879  it  built  the  Coal  City  branch. 
The  present   system   comprises    849    miles    of  raih-oad,  as^ 
follows : — 
Main  line  from  Joliet  to  East  St.  Louis  .....  243*5  miles^ 

Coal  City  branch,  Joliet  to  Coal  City 24-5      „ 

Washington  „  Dwight  to  Washington  ....  79*8  „ 
Louisiana  „  Roodhouse,  111.,  to  Louis.,  Mo.  .  37-8  „ 
Jacksonville  division,  Bloomington  to  Godfrey,  etc. .  300*8      „ 

Total  owned 6864  „ 

Leased:    Joliet  and  Chicago  RR 37-4  „ 

„          Louisiana'  and   Mo.    River  RR.  ....  100*5  „ 

„          K.C.,  St.  Louis  &  Chicago 161*8  ^ 

Total  operated •.843*4      ^ 
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All  these  lines  are  in  very  superior  condition,  and 
constitute  direct  routes  between  Chicago  and  St.  Louis, 
Chicago  and  Kansas  City  and  St.  Louis  and  Kansas  City, 
and  on  all  both  local  and  through  traffic  has  been  developed 
in  a  remarkable  degree. 

Owing  to  the  excellence  of  its  service  and  its  very  mode- 
rate capitalisation  the  company  has  been  in  a  position  to 
pay  unexcelled  returns  upon  its  capital  under  conditions 
both  peculiar  and  trying.  The  Alton  is  situated  in  the  focus 
of  competition,  and  in  addition  to  this  it  is  frequently  at 
sixes  and  sevens  with  all  its  rivals  because  it  sternly  refuses 
to  enter  into  any  mutual  arrangement  or  to  become  a  member 
of  any  association  whatsoever.  Numerous  rate  wars  have 
been  the  result  of  this  independent  attitude,  and  the  system  has 
even  been  boycotted  by  all  its  competitors.  But  the  Alton 
did  not  mind  any  retaliation,  knowing  full  well  that  no  other 
system  could  do  it  the  slightest  harm.  It  has  the  best  road 
between  Chicago,  St.  Louis,  and  Kansas  City,  a  circumstance 
which  naturally  attracts  patronage,  and  enables  it  to  work 
profitably  at  rates  that  must  be  ruinous  to  its  rivals ;  it  has 
a  very  small  capital,  and  can  even  with  low  rates  still  pay 
its  usual  annual  dividend  of  eight  per  cent.,  and  this  enables 
the  Alton  to  defy  all  other  roads,  a  fact  which  President 
Blackstone  and  his  Ueutenants  never  hesitate  to  impress  upon 
the  enemy.  They  rule  the  property  in  a  manner  open  to  no  criti- 
cism, and  for  the  rest  do  not  in  the  least  care  about  the  opinion 
or  attitude  of  their  competitors.  They  like  to  maintain  rates, 
but  fail  to  see  that  gentlemen's  and  other  agreements  are 
essential  to  attain  that  end ;  they  will  never  reduce  charges 
unless  it  is  necessary,  but,  knowing  that  tbeir  road  can 
work  at  low  rates  longer  than  any  other,  they  fear  no 
'  cut,'  and  as  soon  as  they  learn  that  any  of  their  rivals 
has  secretly  reduced  his  rates  they  follow  suit  openly.  It 
need  hardly  be  said  that  the  other  roads  do  not  like  such 
independence,  but  since  the  Alton  is  the  strongest  they  have 
to  accept  the  situation  as  it  is. 
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The  capital  of  the  Alton  consists  chiefly  of  shares,  this 
company  having  for  years  past  followed  the  English  system 
of  capitalisation,  and  endeavom-ed  to  teep  its  funded  debt 
at  the  lowest  possible  level.  The  bonded  debt  amounts  to 
not  more  than  $13,000,000,  and  in  January,  1893,  $2,400,000 
7  p.e.  bonds  will  fall  due,  for  which  it  is  proposed  to  issue 
$2,500,000  stock;  none  of  the  other  bonds  having  to  run 
longer  than  1900,  there  will  in  all  probabihty  be  further  con- 
versions of  the  same  kind.  The  capitalisation  of  the  company 
is  shown  on  the  subjoined  balance  sheet,  but  in  addition  to  its 
own  bonds  it  is  hable  for  some  nine  miUions  issued  by  leased 
companies,  which,  however,  are  all  self-supporting.  The 
JoUet  and  Chicago  is  leased  for  1,000  years  at  a  rental  equal 
to  7  p.e.  on  its  common  stock,  the  Louisiana  and  Mo.  River 
at  35  p.e.  of  gross  earnings  after  deduction  of  taxes, 
and  the  Kansas  City,  Chicago  and  St.  Louis  for  1,000 
years  at  35  p.e.  of  gross  receipts.  Below  are  the  usual  tables 
showing  traffic,  earnings,  income  and  balance  sheet  of  the 
company  for  a  series  of  years;  their  highly  satisfactory 
nature  is  so  erident  that  further  comment  is  needless.  The 
company's  credit  is  so  excellent  that  the  average  price  of 
its  common  stock  is  140,  the  lowest  quotation  on  record 
since  1885 — 132 — having  been  reached  in  1890. 


Table  showing  Passenger  and  Freight  Movement  and  Reven 
m  the  Chicago  and  AUo7i  RR. 


,.... 

J-fl«n>(,f,-i. 

Frtislit. 

cofTini 
on,  mill. 

Rata,       Iliinuu, 

» 

884 

%'■''■'■■ 
Z:':':'.':': 

891 

1196 
109  0 

la-o 

12'5 

1.90 
225 

It 
I.8S 

1,98 

2,278,429 
2,209,502 
2,311/Ml 

23SUm 

as 

SI 

II 
il 

547-5 

1.01 
1,01 

:SI 

.92 
.92 
.88 
.91 

4,901548 
4.998,115 
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Earnings — 

Passenger 

Freight 

Mail,  express,  etc 

Total  gross  earnings 
Operating  Expenses — 
Maintenance  of  way   .    .    . 
Maintenance  of  cars   .    .    . 

Motive  power 

Transportation 


Total  (including  taxes)   .    . 

Net  earnings 

Percentage  of  op.  exp.  to  earnings 


1891. 
$ 
2,206,842 
4,998,115 

385,924 


7,590,881 

861,101 

513,831 

1,424,772 

1,659,046 


INCOME 


Receipts — 
Net  earnings  . 
Other  receipts 


Total 

Disbur  sements — 

Rentals  paid 

Construction,  equipment,  etc. 

Miscellaneous 

Interest  on  debt 

Dividends 


Total  disbursements 
Balance 


4,458,750 
3,132,131 
58-73 

ACCOUNT. 

1891. 
S 
3,132.131 
272.567 


3,404,698 

674,722 

200,220 

88,742 

810,387 

1,407,560 


3,181,631 
sur.223,067 


1890. 

$ 

2,098,760 

4,588,225 

378,769 

7,065,754 

982,940 

436,038 

1,316.374 

1,646.648 

4,382,000 

2,685.754 

6201 


1890. 
$ 
2,683,754 
273,497 

2,957,251 

652,411 
184,271 
189.227 
816,161 
1,407,560 

3,249,630 
df.  292  379 


BALANCE  SHEET,  DECEMBER  31. 


Assets — 

Road  and  equipment 

Bonds  and  stocks  owned 

Lands  owned 

Materials  and  supplies 

Sinking  fund 

Bills  receivable 

Due  from  agents,  individuals,  etc.    . 

Cash 

Illinois  Trust   &  Sav.  Bank,  trustee 


Total  assets 

Liabilities — 

Common  stock 

Preferred  stock 

Joliet  &  Chicago  stock,  guar.    .    . 
Mississippi  Bridge  Co.  stock,  guar 

Funded  debt   

Bonds  cancelled 

Vouchers,  accounts  payable,  etc.  . 
Due  other  companies,  etc.    .    .    . 

Rentals  accrued 

Real  estate  appropriations    .    .    . 

Income  account 

Miscellaneous 


Total  liabilities 


1891 

$ 

32,17a922 

3,884.636 

75,000 

278,762 

100.580 

53,597 

390.865 

1,324,722 

1,500 


38,288,584 

14,115,000 

3.479,500 

1,500,000 

300,000 

13.042,850 

2,118,100 

613.314 

242.542 

108354 

120.000 

2,646,576 

2,347 


38.288,584 


1890 

$ 

32,178.667 

3,865.020 

75,000 

313,730 

61,613 

79,106 

343.495 

935.796 

1,500 

37,853,927 

14,115.000 

3,479,500 

1,500,000 

300.000 

13,129.950 

2.031.000 

526,783 

117,461 

108374 

120,000 

2.423,510 

2,348 

37,853.927 


1889. 

$ 

2,218.703 

4,932,297 

_  365.617 

7,516,617 

1,163.158 

519.666 

1,358.176 

1,530,736 


4.571,736 
2,944,881 
60-82 


1889. 
$ 
2,944,881 
273,875 


3,218,756 

669,478 

159,810 

38,C59 

823,495 

1,407,712 

3,098,554 
sur.120.202 


1889 

$ 

32,177,746 

3,816.636 

75,000 

321,921 

111,337 

H503 

450.453 

1,370,598 

1.500 

38.464,694 

14,115.000 

3.479.500 

1.500.000 

300.000 

13.297.950 

1,863,000 

544,176 

418.706 

108,024 

120.000 

2,715.890 

2,448 

38,464,694 


CHAPTER  XXXVI, 

THE   CHICAGO,   ROCK   ISLAND   AND    PACIFIC   RR. 

The  company  preceding  the  present  corporation  and  bearing 
the  same  name  originated  in  1852,  in  which  year  the  project 
of  building  a  railroad  from  Chicago  to  Rock  Island  on  the 
Mississippi  took  definite  shape.  The  road  was  completed 
within  two  years  from  the  date  of  the  charter,  and  soon 
after  its  opening  the  Mississippi  and  Missouri  River  RR. 
was  chartered  and  begun  under  the  auspices  of  the  same 
company.  This  Une  was  to  run  from  Davenport,  opposite 
Rock  Island,  to  Council  Bluffs,  and  to  be  connected  with 
the  Rock  Island  by  means  of  a  bridge  across  the  Mississippi, 
constructed  by  another  independent  corporation,  likewise  sup- 
ported by  the  Rock  Island,  which  in  this  manner  provi- 
ded for  a  through  route  between  Chicago  and  Omaha, 
where  it  was  to  meet  the  Union  Pacific.  The  Mississippi 
and  Missouri  River  RR.  received  considerable  land  grants 
in  Southern  Iowa — which  afterwards  became  the  property 
of  the  parent  company — but  the  country  it  traversed  being 
almost  entirely  unsettled  its  earnings  proved  insufficient  to 
meet  fixed  charges,  and  in  consequence  its  debt  to  the  Rock 
Island  gradually  increased.  Differences  between  debtor  and 
creditor  accelerated  an  amalgamation  which  was  sure  to  have 
taken  place  sooner  or  later,  and  the  line  defaulted  on  its  inte- 
rest, was  placed  in  the  hands  of  a  receiver,  and  sold  in  fore- 
closure in  1868.  The  Rock  Island  purchased  the  road  for 
$5,500,000— this  being  the  Mi.  and  Mo.  Railroad's  debt  to 
it — and   consolidated   it   with  its  own,  acquiring  the  bridge 
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in  the  meantime  and  changing  the  name  of  the  consohdated 
property  into  that  which  it  bears  to-day.  The  main  line  was 
completed  as  far  as  Omaha  by  1869,  and  thus  Chicago 
obtained  its  second  connection  with  the  only  Pacific  raih*oad 
which  existed  in  those  days.  The  system  was  gradually 
extended  after  that,  but  no  very  notable  addition  was  made 
until  1880,  when  it  amalgamated  with  the  Iowa  Southern 
and  Missouri  Northern,  a  reorganisation  of  the  Chicago  and 
Southwestern  which  connected  a  branch  of  the  old  Chicago 
and  Rock  Island  with  Leavenworth,  Kan.,  on  the  Missouri. 
Like  the  Mississippi  and  Missouri  RR.,  this  Une  was  built 
under  the  auspices  of  the  R.  I.  and  became  its  debtor;  and 
as  the  result  of  differences,  relating  to  a  branch  to  Atchison, 
sale  in  foreclosure  took  place  in  1876,  the  Iowa  Southern 
and  Missouri  Northern  being  the  purchaser.  This  corpo- 
ration was  another  offshoot  of  the  Rock  Island,  to  which 
its  property  was  leased  for  fifty  years,  and  in  1880  this  lease 
was  superseded  by  a  consoUdation  of  the  company  with  the 
Chicago,  Rock  Island  and  Pacific,  which  in  the  meantime 
had  constructed  or  purchased  several  branches,  and  now 
had  some  1,380  miles  of  road,  connecting  two  Missouri  River 
points  with  Chicago,  and  further  consisting  of  a  line  from 
Keokuk  on  the  Mississippi  to  Des  Moines  in  Iowa,  and  a 
number  of  other  extensions.  When  the  consolidation  was 
•effected  old  Rock  Island  shareholders  received  a  stock  divi- 
dend of  100  per  cent. 

Since  1880  the  company  has  considerably  increased  its 
mileage,  although  little  was  done  in  that  direction  until  the 
Chicago,  Kansas  and  Nebraska  railroad  was  leased.  This 
road  was  begun  in  1886  and  completed  in  1888,  being  built 
with  the  support  of  the  Rock  Island,  which  owned  a  con- 
trolling interest  and  had  made  large  advances;  the  result 
was  that  when  the  company  defaulted  it  was  sold  in  fore- 
closure to  the  Rock  Island,  which  assumed  all  its  debt.  The 
Chicago,  Kansas  and  Nebraska  had  constructed  railways 
connecting    with   Denver   and   the   Indian   Territory,    and 
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therefore  was  practically  a  Southwestern  extension  of  the 
Rock  Island,  which  in  the  meantime  had  also  acquired 
some  other  lines,  mostly  in  the  Northwest,  built  new 
branches,  and  extended  old  ones.  A  result  of  these  various 
extensions  was  that  on  April  30th,  1892,  the  company 
owned,  leased  and  operated  a  system  3,456  miles  in  length 
and  extending  over  eight  states,  as  shown  in  the  subjoined 
detailed  statements. 

Lines  owned:  Miles, 

Chicago,  lU.,  to  Council  Bluffs,  Iowa 498-81 

Davenport,  Iowa,  to  Atchison,  Kan 341*84 

Edgerton  June,  Mo.,  to  Leavenworth,  Kan.   .    .     20*26 

Washington,  Iowa,  to  Knoxville,  Iowa 79  00 

South  Englewood,  111.,  to  South  Chicago,  111.  .    .       7-50 

Wilton,  Iowa,  to  Muscatine,  Iowa 11*98 

Wilton,    Iowa,  to  Lime  Kiln,  Iowa 6*08 

Newton,  Iowa,  to  Monroe,  Iowa 17*00 

Des  Moines,  Iowa,  to  Indianola  and  Winterset,  Iowa    47*07 
Menlo,  Iowa,  to  Gruthrie  Center,  Iowa.   ....     14*58 

Atlantic,  Iowa,  to  Audubon,  Iowa 24*54 

Atlantic,  Iowa,  to  Griswold,  Iowa 14*71 

Avoca,  Iowa,  to  Carson,  Iowa 17*61 

Avoca,  Iowa,  to  Harlan,  Iowa 11*84 

Mt.  Zion,  Iowa,  to  Keosauqua,  Iowa 4*50 

Altamont,  Mo.,  to  St.  Joseph,  Mo 49*66 

South  St.  Joseph,  Mo.,  to  Rushville,  Mo ...    .     14*70 

Kansas  City,  Mo.,  to  Armourdale,  Kan 2*40 

South  Omaha,  Neb.,  to  Lincoln,  Neb 54*79 

Elwood,  Kan.,  to  Liberal,  Kan 439  54 

Herington,  Kan.,  to  Minco,  I.  T 246*97 

Herington,  Kan.,  to  Salina,  Kan 49'30 

Horton,  Kan.,  to  Roswell,  Colo 568*65 

Fairbury,  Neb.,  to  Nelson,  Neb 51*53 

McFarland,   Kan.,  to  Belleville,  Kan 103*98 

Dodge  City,  Kan.,  to  Bucklin,  Kan 2664 

Total  owned .    .2,725*48 
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Lines  leased: 

Bureau  June,  111.,  to  Peoria,  111 46*70 

Keokuk,  Iowa,  to  Des  Moines,  Iowa 162-20 

Des  Moines,  Iowa,  to  Fort  Dodge  and  Ruthven,  Iowa  143'76 

Total  leased .    .    352-66 

Trackage  : 
Over  Hannibal  &  St.  Joseph  RR. — 

Cameron,  Mo.,  to  Kansas  City,  Mo 54*30 

Over  Union  Pacific  Ry. — 
Council  Bluffs,  Iowa,  to  South  Omaha,  Neb.  .       7*02 

Lincoln,  Neb.,  to  Beatrice,  Neb 4021 

Kansas  City,  Mo.,  to  North  Topeka,  Kan.  .    -     67*35 

Limon,  Colo.,  to  Denver,  Colo 89*20 

Over  Denver  and  Rio  Grande  RR. — 

Denver,  Colo.,  to  Pueblo,  Colo 119*60 

Total  trackage .    .    377*68 

Total  miles  of  road  over  which  trains  are  operated .  3,455*82 

The  system  is  located  in  different  states  as  follows: — 

236*18  miles  in  Illinois. 

1,067*75      „  „  Iowa. 

286  35      „  „  Missouri. 

1,125*85      „  „  Kansas. 

241*14      ;,  „  Nebraska. 

376*36      „  „  Colorado. 

65*79      „  „  Indian  Territory. 

5640      „  J,  Oklahoma. 

3455^  miles. 
Add    200-73      „      of  second  track. 
„  9*05      „      „   third  track. 

„  594*27  „  „  side  track. 
Equal  to  4,259*87  „  „  single  track. 
The  commodious  '  depot '  in  Chicago,  situated  one  block 
behind  the  Post  Office  and  shared  by  the  Lake  Shore,  is 
the  easternmost  passenger  terminus  of  the  system,  the  freight 
terminals  being  situated  on  the  Chicago  River  and  also  in 
South  Chicago.  From  Chicago  a  double-tracked  main  line 
connects  with  Rock  Island,  a  branch  leaving  it  about  midway 
for  Peoria. 
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Immediately  after  the  fine  iron  bridge  across  the  Missis- 
sippi is  passed  there  is  a  bifurcation,  one  line  going  to 
Omaha  via  Des  Moines,  the  other  to  Leavenworth,  with 
branches  to  Kansas  City  and  St.  Joseph.  These  last  two 
connect  with  the  former  Chicago,  Kansas  and  Nebraska 
RR.,  which  was  purchased  in  1891 ;  the  line  from  St.  Joseph 
goes  to  Nelson  in  Nebraska,  the  one  from  Kansas  City  to 
Denver  and  Colorado  Springs,  connecting  in  the  latter  place 
with  Pueblo  by  using  the  tracks  of  the  Denver  and  Rio 
Grande.  This  Denver  line  passes  Belleville  and  McFarlane, 
and  as  the  former  town  has  recently  been  connected  directly 
with  Omaha,  traffic  with  Denver  can  be  conducted  either 
via  Council  Bluffs  or  via  Kansas  City.  In  McFarlane 
the  Une  to  the  Indian  Territory  branches  off,  and  a  further 
division  is  effected  at  Herington,  one  road  going  to  the 
western  part  of  the  territory,  the  other  crossing  it  in 
the  centre;  we  may  mention  that  the  latter  route  will  be 
extended  into  Texas.  Apart  from  these  roads  the  company 
owns  several  branches,  and  a  continuous  line  sku'ting  the 
Mississippi  and  going  from  Keokuk  via  Des  Moines  and  Fort 
Dodge  to  Ruthhaven,  where  it  connects  with  the  BurUngton, 
Cedar  Rapids  and  Northern  (g.  v.)  and  the  Minneapolis- 
and  St.  Louis  for  St.  Paul  and  points  to  Dakota,  as  well 
as  with  two  small  roads  in  Minnesota  owned  by  the  Rock 
Island.  These  isolated  branches  are  linked  to  the  main 
body  of  the  system  by  the  Burlington,  Cedar  Rapids  and 
Northern,  mentioned  before,  which  is  intimately  connected 
with  the  Rock  Island.  To  sum  up,  the  Rock  Island  con- 
nects Denver,  the  Indian  Territory,  Omaha,  Kansas,  Leaven- 
worth, Des  Moines,  Keokuk,  etc.,  with  Chicago,  and  on  the 
strength  of  close  agreements  with  other  roads  it  obtains 
access  to  St.  Paul,  MinneapoUs,  etc.  It  is  witliin  the  bounds 
of  possibiUty  that  the  Burlington,  Cedar  Rapids  and  Northern 
and  the  Minneapolis  and  St.  Louis  will  soon  become  part  and 
parcel  of  the  system;  for  all  pm-poses  of  traffic  they  are  so  now. 

As   has   been   shown  above,  it  is  only  recently  that  the 
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Rock  Island  has  ventured  upon  considerable  extensions. 
Until  1888  the  road  did  not  adopt  the  policy  pursued  by 
nearly  every  one  of  its  rivals,  and  carefully  abstained  from 
extending  its  lines;  and  although  until  a  few  years  ago 
the  shareholders  had  no  reason  to  regret  this,  the  excep- 
tional attitude  which  the  Rock  Island  adopted  was  not 
without  its  drawbacks.  The  careful  policy  had  this  advan- 
tage that  the  road  attained  maturity  at  a  very  early  date, 
and  not  being  burdened  with  a  heavy  capitalisation  the 
company  was  able  to  distribute  good  and  regular  dividends, 
while  most  of  its  rivals,  who  invested  vast  sums  in  young 
and  unremunerative  branch  lines,  were  not  in  a  position  to 
offer  the  same  returns  upon  capital.  In  this  respect,  there- 
fore, the  Rock  Island  is  in  a  situation  similar  to  that  of  the 
Chicago  and  Alton,  but  there  can  be  no  doubt  that  in  the 
long  run  no  Northwestern  system  can  exist  without  feeders. 
The  Alton  is  the  only  exception  to  this  rule,  chiefly  because 
it  is  the  shortest  route  between  three  towns  of  prime  import- 
ance, and  because  it  draws  traffic  from  Southwestern  lines 
of  which  it  is  in  no  way  a  competitor.  The  necessity 
of  extension  has  presumably  been  most  forcibly  impressed 
upon  the  managers  of  the  Rock  Island  by  the  fact  that  in 
spite  of  the  rapid  development  of  the  country  tributary  to 
their  road,  freight  business  showed  a  very  small  increase  which 
offered  no  compensation  for  the  decline  in  rates.  Traffic  grew 
a  little,  but  rates  shrank  considerably,  and  this  urged  the 
management  to  extend  their  system.  Although  an  eye  was  kept 
on  the  Northwest,  it  was  seen  that  the  Southwest  offered 
the  best  prospects,  and  lines  were  accordingly  sent  into  *  No 
Man's  Land.'  As  in  all  analogous  cases,  these  new  roads  ab- 
sorbed capital  without  at  first  yielding  returns,  and  hence  it  was 
only  natural  that  the  regular  7  p.c  dividend  paid  until  1887 
was  reduced  to  4  p.c.  in  1889-90-91,  and  in  1891-92,  when 
no  interest  was  received  from  what  was  formerly  the  Chicago, 
Kansas  and  Nebraska  RR.,  to  3  p.c.  But  this  result  was 
inseparable   from  a  policy  that  cannot  be  designated  other- 
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wise  than  as  expedient.  The  Rock  Island  was  on  the 
horns  of  a  dilemma.  It  could  continue  its  old  course,  which 
would  have  led  to  slow  financial  deterioration;  or  it  could 
change  its  policy  and  provide  for  a  future  supply  of  vitality 
by  sacrificing  part  of  its  present  prosperity.  Which  choice 
was  the  best  it  is  easy  to  see. 
Below  are  the  customary  statements: — 

Freight  and  Passenger  Movement^  Bates  and  Bevemie 
on  the  Chicago,  Bock  Island  and  Pacific  BB. 


Years 

end 

Mar.  SO 

Average 

mileage 

operated. 

Passenger  Traffic: 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

Hate^ 
Cents, 

Revenue^ 

$ 

Million 

tons 

carried 

one  mile. 

Rate, 
Cents. 

Revemie, 

$ 

1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 

1,384 
1383 
1383 
1384 
1,527 
1,5S8 
3,267 
3.408 
3,456 

128-8 
122-6 
129-2 
133-0 
142-6 
146-3 
195-6 
208-6 
218-9 

2.57 
2.47 
2.42 
2.33 
2.34 
2.21 
2.28 
2.19 
2.29 

3,313,449 
3,023,884 
3,127,258 
3,097,916 
3,489,501 
3,367,001 
4.613,823 
4,762,894 
5.216,761 

734*6 

781-0 

719.9 

793-8 

941-7 

874-6 

1,157-4 

1,134-5 

1,167-2 

1.10 
1.40 
1.07 
1.01 
0.93 
0.97 
1.02 
1.01 
1.05 

8,056316 

8,144,142 

7.713,659 

8,037,452 

8,801,354 

8,440,420 

11,828,794 

11,513,845 

12,289,636 

EARNINGS  AND  EXPENSES. 


Earnings — 

Passengers 

Freight 

Mail,  express,  rentals,  etc 

Gross  earnings 

Operating  expenses   and  taxes 

Net  earnings 

Percentage  of  operating  expenses  to  earnings 


1891-92. 
S 

5.216,761 
12,289,636 

1,183,678 

18,690,075 
13,147,057 

5,543,018 
70-34 


1890-91. 
$ 

4,762,894 
11,513,845 

1,196,895 


17,47a684 
12,413.794 

5,059.840 
71  04 


1889-90. 
$ 

4,613,822 
11328,794 

1,196,445 


17,639,061 
12,475,067 


5,163,994 
70  72 
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INCOME  ACCOUNT. 


Receipts — 

Net  earnings 

From  land  department 

Premium  on  bonds,  etc 

C.  Kan.  &  Neb.  interest 

Total  income 

Disbursements — 

Rent  leased  roads 

Interest  on  debt 

Missouri  River  bridges. . . . 

Dividends 

Rate  per  cent 

Miscellaneous 

Total  disbursements 
Balance 


1891-92. 

$ 
6,543,019 

70.000 

52,200 


5,665,219 

774.181 
2,813,325 

143,858 
1,384,674 

(3; 

625 


5,116,663 
sur.548556 


1890-91. 

1889-90. 

$ 

$ 

5,059.840 

5,163,994 

98,650 

91,350 

35,950 

1,216,662 

1,209,640 

6,375,152 

6.500,934 

1,871,744 

1,784,024 

2,714,950 

2,625,550 

188,538 

195,580 

1,846,232 

1,846,228 

(4) 

(4) 

369 



6,621,833 

6,451,832 

def.246,681 

sur.  49,542 

Condensed  Balance  Sheet,  April  1st,  1892, 


CREDIT  BALANCES. 


Liabilities — 
Capital     stock     fixed     $50,000,000;     amount 

issued 

Fractional  scrip  outstanding,  convertible  into 

stock 


Six  per  cent,  mortgage  coupon  bonds. 
Six  per  cent,  mortg.  registered  bonds. 


Five  per  cent,  extension  coupon  bonds 
Five  per  cent,  extension  regist.  bonds.. 


Five  per  cent,  debenture  coupon  bonds. 
Five  per  cent,  debenture  regist.  bonds.. 


$46,155,800.00 
200.00 


$4,730,000.00 
7,770.000.00 


$31,447,000.00 
4,405,000.00 


$1,995,000.00 
5,000.00 


Chicago  &  Southwestern  Ry.  bonds  guaranteed 

Addition  and  improvement  account 

Accounts  payable 

Profit  balance  of  income  account 


Total 


$46,156,000.00 

12,500,000.00 

35,852,000.00 

2.000,000.00 
5,000,000.00 
8,213,000.00 
1,552,509.04 
819.172.22 


$112,092,681.26 


(Continued  next  page.) 
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DEBIT  BALANCES. 

Assets. 

Cost  of  road    and  equipment,  including  all  branch  roads  owned 

by  the  company $97,586,593.22 

Cost  of  railroad  bridge  at  Rock  Island 758,526.10 

Cost   of   Southern   extension   (road  in  process   of    construction 

South  of  Minco,  I.  T.) 35^130.30 

Capital  stock  and  bonds  of  connecting  roads 8J55,640.35 

Loans  and  other  investments 527,565.06 

C.  R.  I.  &  P.  Ry.  Co.  capital  stock  on  hand 12,100.00 

C.  R.  I.  &  P.  Ry.  Co.  six  per  cent.  mort.  bonds  on  hand 400,000.00 

C.  R.  I.  &  P.  Ry.  Co.  five  per  cent,  exten.  bonds  on  hand 747,000.00 

Sinking  fund  account,  first  mortgage  extension    and  collateral 

five  per  cent,  bonds  purchased 169.000.00 

Stock  of  material,  fuel,  etc.,  on  hand 1,206,137.08 

Due  from  Post  Office  Department 108,581.23 

Accounts  receivable 901349.53 

Cash  and  loans  (payable  on  demand) 563,058.39 

Total $112^)92,681.26 


CHAPTER  XXXVn. 

THE  MINNEAPOLIS,  ST.  PAUL  AND  SAULT  STE.  MARIE. — 
THE  DULUTH,  SOUTH  SHORE  AND  ATLANTIC. 

The  control  which  the  Canadian  Pacific  has  obtained  over 
the  '  Soo '  and  '  South  Shore '  Unes,  thereby  practically 
rendering  them  parts  of  its  great  transcontinental  system^ 
has  had  far-reaching  consequences  for  all  lines  engaged 
in  Northwestern  business.  As  is  well  known,  Chicago 
has  for  many  years  past  enjoyed  the  distinction  of  being 
the  commercial  outlet  of  the  West.  That  portion  of  the 
produce  which  was  intended  to  go  to  the  East,  either  for 
consumption  there  or  for  shipment  to  Europe,  was  ulti- 
mately collected  in  the  metropolis  of  the  Lakes,  and  all 
the  great  Northwestern  railroad  systems  have  been  built  to 
gather  freight  at  local  points  and  to  carry  it  to  the  giant 
city  on  Lake  Michigan.  But  when  the  Northwestern  rail- 
roads were  projected,  their  sponsors  apparently  overlooked 
the  fact  that  it  was  possible  to  establish  routes  to  the  East 
which  did  not  touch  Chicago,  and  in  the  same  degree  as  the 
population  of  the  region  in  the  proximity  of  the  Canadian 
border  increases,  this  oversight  becomes  more  and  more 
manifest ;  for  not  only  does  Chicago  (cease  to  enjoy  the 
distinction  of  being  the  sole  outlet  of  the  Northwest,  but 
there  are  other  routes  between  certain  parts  of  that  regioa 
and  the  seaboard  which  offer  distinct  advantages  chiefly 
because  they  do  not  lead  via  Chicago.  A  glance  at  map  1 
will  show  that  the  shortest  overland  route  between  the 
seaboard   and  the  Northern  part  of  Dakota,  Minnesota  and 
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Wisconsin  runs  thi^ough  the  Michigan  Peninsula  instead  of 
via  Chicago,  and  hence  it  is  clear  that  through  traffic  witli 
the  East  can  be  conducted  more  profitably  via  Sault  Ste.  Marie 
than  xidi  Chicago. 

The  projectors  of  the  two  railways  connecting  North- 
western points  with  St.  Ignace  on  the  Straits  of  Mackinaw 
and  with  Sault  Ste.  Marie  on  the  'Soo'  Canal,  availed 
themselves  of  this  geographical  advantage,  and  built  rail- 
roads which,  connecting  with  the  Michigan  Central  and  the 
Canadian  Pacific-New  York  Central  (see  p.  200)  constitute 
the  shortest  route  between  St.  Paul,  Minneapohs,  Duluth, 
etc.,  on  the  one  hand,  and  New  York  and  Boston  on  the 
other,  the  difference  amounting  to  two  hundred  miles  in 
some  instances,  and  in  the  case  of  Duluth  to  over  four 
hundi^ed.  Now,  the  twin  cities  and  Duluth  are  terminals 
of  the  Northern  Pacific  and  Great  Northern,  which  cany 
large  volumes  of  freight  to  these  towns,  and,  moreover,  Min- 
neapohs is  a  vast  producer  of  fiour;  therefore  it  is  not  only 
evident  that  the  two  Unes  to  the  'Soo'  are  in  a  position  to 
get  freight  despite  the  animosity  of  others  engaged  in  North- 
western through  business,  but  possessing  the  shortest  route 
they  even  have  an  advantage  which  no  amount  of  discrimi- 
nation can  prevent  from  asserting  itself.  For  these  reasons 
the  Canadian  Pacific,  which  at  that  time  by  virtue  of  its 
connections  with  the  Ogdensburg,  Central  Vermont,  and  On- 
tario and  Western  RR.  could  compete  for  Northwestern 
traffic  with  the  seaboard,  was  anxious  to  obtain  control  of 
these  two  roads,  and  when  it  had  attained  this  end  the  situation 
became  still  more  disadvantageous  to  tlie  American  lines. 
This  was  the  case  because  of  a  curious  anomaly  which  of 
late  has  been  prominently  denounced  as  the  most  irksome 
result  of  the  Interstate  Commerce  Act.  Under  the  Foiuih 
Clause  of  that  Act  (p.  46)  it  is  unlawful  for  a  railway  to 
charge  more  for  the  short  haul  than  for  the  long,  and  hence 
no  reduction  of  a  tlu^ough  rate  is  possible  without  a  corres- 
ponding lowering  of  local  tariffs ;  if  any  road  in  combination 
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with  another  makes  through  rates  of  $105  per  car  for 
wheat  from  St.  Paul  to  the  seaboard  it  cannot  charge 
more  to  any  intermediate  point,  and  whereas  tlie  through 
rate  would  ward  off  the  competition  of  the  '  Soo '  lines,, 
and  on  account  of  the  vast  volumes  of  freight  offering 
perhaps  might  also  pay,  the  same  rate  made  for  local 
points  would  not.  Now,  the  combination  of  lines  to  which 
the  Canadian  Pacific  is  a  pai-ty  can  make  practically  any 
rate  it  likes.  The  C.  P.  Tes  outside  the  jurisdiction  of  tlie 
Washington  Congress,  and  if  it  chooses  to  make  a  $80 
or  §90  rate  it  can  do  so  without  riskof  any  of  its  American 
connections  being  compelled  to  reduce  local  tariffs,  the  appor- 
tionment of  rates  between  the  several  parts  of  the  Canadian 
Pacific  through  route  being  a  matter  which  lies,  of  course, 
beyond  the  scrutiny  of  American  Courts.  These  '  $90  a  car ' 
rates  are  made  frequently  and  openly,  and  they  pay  for  through 
trains  run  along  the  'Soo  '  line,  the  Canadian  Pacific,  the 
R.,  W.  c^  0.,  and  the  West  Shore;  they  would  also  leave 
profits  to  any  combination  that  jnight  be  formed  by  lines  lead- 
ing from  St.  Paul  to  Chicago  on  the  one  hand  and  trunk  lines 
on  the  other,  and  even  if  unremunerative  it  might  be  desirable  for 
these  roads  to  make  them  in  order  not  to  lag  behind  the  competi- 
tor. But  unfortunately,  if  St.  Paul  were  to  get  a  special  rate,  all 
points  between  that  town  and  Chicago  would  claim  the  same, 
and  there  would  be  a  heavy  loss  on  local  business.  For  this 
reason  the  Northwestern  roads  can  do  little  more  than  com- 
plain. This  they  do.  In  the  St.  Paul's  report  for  1891,  for 
instance.  President  Miller  remarkv*^ :  "  Maintenance  of  rates 
will  not  relieve  American  Railways  from  the  disastrous  effects 
of  the  competition  of  foreign  railways,  for  legislation  has  tied 
up  ^Vmerican  Railways  and  leaves  foreign  railways  free  to 
carry  off  their  traffic.  American  Railways  are  compelled 
either  to  i*educe  through  rates,  under  penalty  of  probably 
reducing  intermediate  rates,  or  pay  subsidies  to  foreign  rail- 
ways, or  lose  the  traffic.''  In  the  Burlington  report  President 
Blackstone   advances  arguments    and   offers   criticism  of  a 

American  Railroads.  34 
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similar  kind,  and  all  Northwestern  railroad  men  speak  in 
the  same  strain.  But  meanwhile  the  *  Soo '  lines  continue  to 
make  any  rate  they  like,  and  consequently  I'etain  their  ad- 
vantage over  the  Granger  roads.  This  evil  surely  demands- 
the  early  attention  of  Congress. 

The  advantages  which  the  two  "  Soo  "  lines  enjoy  are^ 
however,  almost  wholly  transferred  to  the  Canadian  Pacific,, 
which  has  the  power  to  "farm''  them,  and  derives  more 
profit  from  the  alliance  than  the  lines  themselves.  In  this 
connection  the  following  extract  from  the  report  of  the 
Canadian  Pacific  for  1891  is  of  some  interest : — 

"  The  result  of  the  working  of  the  Minneapolis,  St.  Paul  & 
Sault  Ste.  Marie  and  the  Duluth,  South  Shore  &  Atlantic 
railways  for  the  past  year  confirms  the  beUef  of  your  direc- 
tors that  these  two  most  important  feeders  will  not  only 
be  no  burden  upon  your  company,  but  will,  aside  from 
the  business  contributed  to  your  raUway,  be  a  source  of 
handsome  profit  for  their  respective  shareholders.  The  earn- 
ings of  the  first-named  hue  for  the  past  year  increased 
29*3  per  cent,  over  1890.  The  earnings  of  the  last-named 
line,  which  have  hitherto  been  largely  obtained  from  the  car- 
riage of  iron  ore,  suffered  severely  from  the  prostration  which 
prevailed  throughout  the  year  in  the  iron  trade,  but  the  loss 
was  made  good  by  the  increase  in  general  traffic,  and  this, 
together  with  the  revival  in  the  iron  trade,  gives  promise  of 
largely  increased  earnings  and  profits  for  the  present  year.'' 

The  Minneapolis,  St  Paul  and  Sault  Ste.  Marie  ER. 
is  a  consolidation  of  the  Minneapolis,  Sault  Ste.  Marie  and 
Atlantic,  the  Minneapolis  and  Pacific,  the  Minneapolis  and 
St.  Croix,  and  the  Aberdeen,  Bismarck  and  Northwestern 
RR.  companies,  which  were  amalgamated  in  1888,  and  con- 
stitute a  through  route  between  the  'Soo,'  the  twin  cities,, 
and  points  West  thereof.  Since  1888  the  lines  have  been 
extended  into  Dakota,  and  it  is  authoritatively  stated  that 
the  Canadian  Pacific  is  now  building  a  road  which  will  meet 
the  Dakota  extension,  so  that  it  will  obtain  a  double  route  to- 
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the  West.  At  present  the  roads  are  884  miles  long,  and 
ran  from  a  little  East  of  Bismarck,  Dak.,  to  Sault  Ste.  Marie 
and  St.  Ignace,  via  Minneapolis  and  St.  Paul.  The  com- 
pany's capital  consists  of  $14,000,000  common  stock  and 
$7,000,000  preferred,  neither  of  which  has  hitherto  received 
a  dividend.  The  bonded  debt  is  composed  of  various  des- 
criptions of  4  p.c.  gold  bonds  to  the  aggregate  amount  of 
$18,000,000  guaranteed  by  the  Canadian  Pacific,  after  their 
interest  had  been  reduced  from  5  to  4  per  cent.  This 
reduction  was  effected  with  the  consent  of  a  majority  of 
bondholders,  but  was  nevertheless  a  high-handed  measure ; 
a  test  suit  against  the  company  was  brought  by  a  dissenting 
bondholder,  and  the  decision  has  been  in  his  favour,  so 
that  difficulties  must  be  anticipated.  The  company  earned 
in  1891 :  gross  $2,590,896,  net  $990,016.  Interest  charges 
required  $846,036,  rentals  $115,364,  and  the  surplus  was 
$28,616.  In  1890  net  earnings  amounted  to  but  $669,004. 
The  Duhith,  South  Shore  and  Atlantic  runs  from  Duluth 
to  Sault  Ste.  Marie,  has  a  branch  to  Houghton  in  the  copper 
district,  and  direct  connection  with  St.  Ignace.  The  line, 
which  is  589  miles  long,  has  a  heavy  mineral,  lumber,  and 
wheat  traffic,  and  is  controlled  by  the  Canadian  Pacific 
through  indirect  ownership  of  a  majority  of  stock.  The 
share  capital  is  divided  into  $12,000,000  common  and 
$10,000,000  preferred  6  p.c.  non-cumulative  shares.  The 
bonded  debt  now  amounts  to  $3,476,000  6  p.c.  currency 
bonds  of  three  descriptions,  of  which  the  greater  portion 
mature  in  1923  and  1925,  $4,000,000  5  p.c.  gold,  due  in 
1937,  and  $1,354,500  4  p.c.  currency  due  December,  1892. 
Total  issued :  $8,800,500.  When  they  fall  due  these  bonds  will 
be  replaced  by  4  p.c.  general  mortgage  gold  bonds,  a  general 
mortgage  of  $20,000,000,  which  is  guaranteed  by  the  Canadian 
Pacific,  having  been  authorised.  Earnings  for  the  last  two 
years  have  been:—  1890,  gross  $2,241,097,  net  $818,393; 
1891,  gross  $2,160,118,  net  $827,826. 
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CHAPTER  XXXVIII. 

OTHER   NORTHWESTERN   SYSTEMS. 

Tlie   Chicago    Great   Western  RB. 

Among  the  more  important  systems  of  the  Northwest  this 
is  the  youngest,  having  been  started  as  recently  as  1886. 
The  first  year  it  operated  355  miles,  in  1887,  when  the 
Minnesota  and  Northwestern  (chartered  1854)  was  absorbed. 
608;  at  present  the  mileage  amounts  to  922  miles,  all  of 
which  is  in  excellent  condition.  Until  quite  lately  the  system 
was  known  as  the  Chicago,  St.  Paul  and  Kansas  City  RR., 
its  lines  interconnecting  the  three  cities  after  which  the 
company  was  named  by  means  of  as  many  roads  meeting 
in  Oelwein.  The  line  has  no  branches  worth  speaking  of,  and 
consequently  depends  almost  entirely  on  through  traffic,  a  fact 
which  accounts  for  its  exceptionally  low  average  freight 
rates;  nevertheless  the  company  has  a  very  fair  traffic,  its 
freight  business  having  developed  to  such  a  degree  that  it 
is  only  exceeded  (per  mile  of  road)  by  that  of  two  other 
Northwestern  systems,  the  Alton  and  Chicago  and  North- 
western. An  extension  of  the  system  to  Omaha  and  other 
points  has  been  planned,  and  to  provide  for  the  required 
funds  the  Chicago  Great  Western  RR.  Co.  was  formed  with 
a  capital  of  $3o,000,000  4  p.c.  cumulative  preferred  stock, 
$30,000,000  5  p.c.  non-cumulative  stock,  and  $40,000,000 
common  stock.  It  is  intended  to  convert  the  income  bonds 
and  the  stock  of  the  Chicago,  St.  Paul  and  Kansas  City 
Railroad  Company  into  the  common  stock  of  the  Chicago 
Great  Western,  the  second  mortgage  bonds  into  preferred 
stock,  and  the  first  mortgage  bonds  into  first  preferred  stock. 


ciiAP.  xxxviii.        OTllKll  NORTHWESTERN  SYSTEMS. 


533 


The  plan  also  contemplates  the  raising  of  $3,000,000  in 
cash  against  a  like  amount  of  preferred  stock  at  par  in  the 
nature  of  a  voluntaiy  assessment  on  the  income  bonds,  and 
it  is  reported  that  more  than  two-thirds  of  the  holders  of 
these  bonds  have  signified  their  approval  of  the  scheme. 
A  general  mortgage  bond  will  receive  $1,080  in  preferred 
stock.  An  income  bond  will  be  assessed  $150  in  cash,  for 
which  cash  payment  preferred  stock  will  be  given  and  the 
bond  exchanged  for  $2,000  of  common  stock.  The  $14,892,900 
of  common  stock  will  be  assessed  $15  a  share,  receiving 
preferred  stock  for  the  cash  paid  and  new  common  for  old. 
Below  are  details  of  the  company's  capitalisation,  traffic, 
and  earnings.  It  will  be  seen  that  the  latter  show  a  most 
satisfactory  increase,  but  nevertheless  no  returns  upon  capital 
have  been  made  since  1890,  a  fact  explained  by  the  deficits 
up  to  1889  which,  however,  were  effaced  in  the  last  two 
years.  Interest  on  most  bonds  has  been  paid  in  scrip  (priority 
loan)  with  consent  of  holders,  cash  payment  having  been 
suspended  until  Jan.,  1893.  It  is  quite  superfluous  to  remark 
that  in  view  of  the  suspension  of  interest,  of  the  low  rates, 
of  the  small  net  result  and  especially  of  the  inflated  capital 
the  securities  of  this  company  deserve  httle  recommendation . 

Passenger  and  Freight  Movement  of  the  Chicago^  St.  Paul  and 
Kansas  City  BB. 


Tears 
end 
June  30. 

Average 

mileage 

operated. 

Passenger  Traffic. 

Freight  Traffic. 

Million 

passengers 

carried 

one  mile. 

RatCf 
Cents. 

Revenue, 

$ 

Million 
tons- 
carried 
one  mile . 

Rate, 
Cents. 

Revenue, 

s 

1887 

365 

8-1 

3.00 

711 

1  12 

— 

1—1 

608 

22-3 

2.34 

527,666 

187-0 

.80 

1,504,550 

1889 

750 

27-7 

2.23 

688.962 

197-3 

.95 

1,871,453 

1890 

845 

421 

2.02 

930,959 

423-8 

.72 

3,046,698 

1891 

887 

43-0 

2.20 

1,040,833 

391-5 

.79 

3.077,738 

1892 

922 

45-5 

2.19 

1.102,853 

459-8 

.80 

3.667.921 
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EABNIN03,  EXPEN3E3,  ETC. 


Fauengera.  ■  . 
Freight  .  .  .  . 
Hall,  eipresB,  e 


1891-92. 
lJ(a858 

'Si 

1890^1. 

1J)40833 
3,077,738 
242.280 

1889-90. 

888,962 
1.871.453 
217,570 

IK 

4360851 
337&340 

SS 

2,777.985 
2,140,080 

L26a063 

982.511 

•92.276 
365  291 

959.7B0 

e37,9(B 

eOMM 

447,587 
8uri3t944 

350,825 
8nT.6(ie,95J 

l,10e.7M 
AeM70,7g9 

I,  5  per  cent,  priority  loaii,  and  ci 


QENERAL  BALANCE  SHEET.  JUNE  30. 


Cost  of  road  and  termlnala.  . 

Coat  of  eqaipment 

' '  equipment 


Cash 

Funded  Interest  on  firs 
Funded  interest  on  gen 
General  mortgage  49,  u 
EipeuasB  of  funding  s( 


4.^287flS    • 
2fll7,003 
1,742^29 


51,124,244  54,7,^320 

14,892900  '4,892,900 

31.764350  36,284.670 

1.723.431  1,534,540 

4425  11 725 


l,798,l(.e  I     1,143,899         601,955 
5ia24S47  ,■  54,735,920  |  46,321,125 


4009,623 
401,306 


46.33i,lia     44,176,873 


Sbare  capital  and  funded  debt  o: 


•  Priority  sterling  loan,  due  ' 

•  Uinneapolis  &  N      ' 

•  Ch.,  St.  P..  &  K. 
Oen.  mortgage  4 
Income  bonds  (oou 

Equipment  lea^e 


,  s.  sold 

J.  gold  first  mortgage.  ■ 
rigage  5  p.c 

!.  pref.  stock) 


•  =  Quoted  in  London. 
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THE  NORTHERN   PACXFIO    AND   WISCONSIN   CENTRAL    RAILROADS. 

The  Northern  Pacific  being  a  transcontinental  raihroad,  it 
need  scarcely  be  said  that  a  discussion  of  its  affairs  pro- 
perly belongs  to  another  part  of  this  work.  Nevertheless, 
the  position  it  occupies  in  Northwestern  business  life  is  so 
important  that  reference  to  it  may  not  be  omitted  here.  The 
tendency  among  American  railroads  is  towards  the  develop- 
ment of  local  traffic,  and  the  N.  P.  makes  vigourous  efforts 
in  that  direction,  with  the  result  that  such  business  is  rapidly 
increasing  in  three  distinct  and  different  parts  of  the  system. 

The  development  of  local  traffic  has  been  especially  marked 
on  the  company's  Northwestern  lines,  which  have  been  con- 
siderably extended  in  recent  years,  partly  by  building  feeders 
in  North  Dakota,  and  partly  by  acquisition  of  the  N.  P.  and 
Manitoba,  which  gives  access  to  some  of  the  best  parts  of 
Dakota  and  Manitoba.  The  result  has  been  that  the  position 
of  the  Northern  Pacific  as  a  factor  in  Northwestern  trans- 
portation business  has  gained  in  importance  to  an  appreciable 
extent.  The  connection  with  the  fertile  wheat  lands  of  the 
Eed  River  Valley  and  Manitoba  and  several  extensions  in 
North  Dakota  which  are  rapidly  increasing  in  mileage  seem 
to  denote  that  the  management  intends  to  stimulate  local 
traffic  and  to  construct  a  dense  network  of  lines  in  a  State 
which  hitherto  has  had  but  a  small  proportion  of  its  soil 
under  cultivation,  although  it  offers  practically  the  same 
advantages  and  prospects  as  Minnesota  or  Nebraska :  we 
mean,  of  course,  North  Dakota.  This  State,  to  the  needs 
of  which  the  Northern  Pacific,  in  competition  with  its  rival 
the  Great  Northern,  seems  to  pay  special  attention,  hes  North 
of  the  region  especially  cultivated  by  the  St.  Paul,  and 
contains  the  finest  wheat  lands  and  some  of  the  most  beautiful 
timber  in  the  world;  this  produce  being  carried  to  Duluth 
or  the  twin  cities,  it  follows  that  the  Northern  Pacific  is 
as  little  to  be  despised  as  a  local  line  as  in  its  capacity  of 
a  transcontinental  route. 
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In  both  respects,  however,  its  importance  has  been  aug*- 
mented  by  the  lease  of  the  Wisconsin  Central  Company,  wliich 
long  before  the  formal  addition  of  its  lines  to  the  N.  P. 
system  was  controlled  by  the  same  interest  as  its  present 
lessee,  namely,  the  Villard  group,  which  enjoys  the  support 
of  Mr.  John  D.  Rockfeller,  the  notorious  originator  of  the 
Standard  Oil  Company.  The  Wisconsin  Central  Company 
gives  the  Northern  Pacific  a  direct  entrance  into  Chicago, 
where  it  meets  the  Baltimore  and  Ohio  as  a  direct  connection 
with  the  East.  This  trunk  line  and  the  Chicago  and  Great 
Western  uses  its  Chicago  terminals. 

The  Wisconsin  Central  Company  owns  239  miles  of  rail- 
road and  leases  the  Wisconsin  Central  EE.  and  other  Unes, 
the  whole  being  operated  as  one  system  connecting  Chicago 
with  St.  Paul  and  Ashland,  and  meeting  the  Northern  Pacific 
at  both  points.  The  system  is  composed  of  four  main  parts, 
as  follows: — 

Wisconsin  Central  Railroad :    .     .     .  389  miles 

,,             „        Company's  lines 239  „ 

Chicago,  Wisconsin  and  Minnesota  RH 148  ,, 

Chicago  and  Lake  Winnebago  RR 76  ,. 

Total.     .     .     852     „ 

The  securities  of  the  Eailroad  Company  are  virtually  all 
owned  by  the  Wisconsin  Central  Company ;  the  consoli- 
dated balance  sheet  and  income  account  to  be  found  in  the 
supplement  show  the  company's  condition. 

MINOR   NORTHWESTERN    RAILROADS. 

The  Northwestern,  St.  Paul,  Burlington,  Rock  Island, 
Wabash,  Alton  and  Great  Western  systems  and  the  'Soo' 
lines  are  the  principal  carriers  of  freight  in  the  Northwest, 
but  they  by  no  means  monopolise  the  transportation  busi- 
ness of  that  vast  region;  apart  from  the  great  systems 
just  enumerated  there  are  others  which  either  locally  or  as 
through  routes  are  of  some  importance,  and  for  that  reason 
it  is  necessary  to  devote  a  separate  chapter  to  them. 
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It  will  be  most  convenient  to  divide  these  lines  into  two 
groups,  one  consisting  of  purely  local  lines,  the  other  of 
railways  which  are  factors  in  Northwestern  through.business 
without  being  Northwestern  roads.  To  this  last  class  belong 
the  Atchison,  llUnois  Central,  Great  Northern,  Union  Pacific 
and  Northern  Pacific;  the  other  class  includes  the  Burling- 
ton, Cedar  Rapids  and  Northern,  the  St.  Paul  and  Duluth, 
the  Iowa  Central,  the  Omaha  and  St.  Louis,  and  several 
others.  Eight  or  ten  years  ago  the  list  of  minor  local 
systems  would  have  been  a  very  long  one,  but  the  process 
of  amalgamation  and  consolidation  which  has  been  especially 
noteworthy  in  this  section  has  perceptibly  decreased  the 
number  of  independent  Unes,  and  will  in  all  probability 
reduce  it  still  more. 

First  as  to  the  through  routes.  The  Atchison  is  a  trans- 
continental road  and  a  Southwestern  system  in  one,  but 
nevertheless  it  competes  vigourously  with  Northwestern  roads 
that  connect  with  St.  Louis  and  Kansas  City.  Its  lines 
extend  to  Denver,  and  hence  it  is  a  competitor  of  the 
BurUngton,  Rock  Island,  and  of  the  Union  Pacific— Chicago 
and  Northwestern  Une;  its  fine  road  between  Kansas  City  and 
Chicago  serves  as  an  outlet  for  the  Southwestern  produce 
collected  in  Kansas  and  Missouri,  and  therefore  competes 
with  the  seven  other  routes  connecting  Kansas  City  and 
Chicago ;  finally  the  company  has  some  traffic  between 
Chicago  and  St.  Louis  in  conjunction  with  the  Chicago, 
Peoria  and  St.  Louis,  which  meets  the  Atchison  main  Une 
to  Chicago  at  Pekin,  midway  between  Chicago  and  St. 
Louis.  The  Illinois  Central^  as  is  well  known,  belongs  to 
the  Southern  group,  and  its  main  line  connects  Lake 
Michigan  with  the  Gulf  of  Mexico.  Nevertheless,  the  track 
from  Chicago  to  Sioux  City,  etc.,  running  North  of  the 
Northwestern  and  St.  Paul  main  lines  to  Omaha  (and 
indirectly  connecting  with  that  town)  is  of  importance 
in  Northwestern  railroad  business.  The  Oreat  Northern 
chiefly   competes   with   the  Northern  Pacific,  and  in  South 
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Dakota  and  Western  Minnesota  with  the  St.  Paul  and 
Northwestern;  traffic  in  the  Red  Eiver  Valley,  etc.,  is 
especially  cultivated,  and  the  greater  part  of  the  company's 
mileage  lies  in  the  Northwest;  in  spite  of  this,  however, 
the  system  is  properly  classed  among  the  Pacific  roads.  The 
Union  Pacific  belongs  to  the  same  group  as  the  Great 
Northern,  but  its  line  between  Denver  and  Omaha  and  its 
numerous  branches  in  Eastern  Nebraska  entitle  it  to  some 
consideration  as  a  factor  in  Northwestern  traffic.  With  the 
Northern  Pacific,  dealt  with  on  p.  535  and  in  Chap.  XL VII 
the  list  of  this  class  of  roads  is  exhausted. 

Of  the  local  systems  the  Burlington,  Cedar  Rapids  and 
Northern  is  by  far  the  most  notable.  Its  main  line  runs 
from  Albert  Lea,  Minn.,  (connection  for  St.  Paul  by  Minne- 
apolis and  St.  Louis  RR.)  to  Burhngton,  la.,  (connection  for 
Peoria  and  the  East),  and  has  various  important  branches, 
one  of  which  penetrates  into  Dakota.  The  system  embraces 
1,080  miles,  of  which  426  are  owned,  and,  excepting  the 
*Soo'  lines,  is  the  only  important  Northwestern  road  trans- 
ferring its  produce  for  the  East  to  other  roads  without 
touching  Chicago.  The  system  is  closely  connected  with, 
though  independent  of,  the  Rock  Island,  in  conjunction  with 
which  it  forms  part  of  a  through  'line'  between  Chicago 
and  St.  Paul;  the  Cedar  Rapids  meets  the  Rock  Island  at 
Liberty,  la.,  and  the  Minneapolis  and  St.  Louis  in  Albert 
Lea,  Minn.  The  company  has  a  share  capital  of  $5,500,000 
common  stock,  earning  no  dividend,  and  $14,477,000  bonds 
(nearly  all  5  p.c.  gold).  The  Investor  s  Supplement  of  the 
New  York  Chronicle  contains  the  following  statement: — 


INCOME  ACCOUNT 
1891 


Receipts — 

Gross  earnings 

Net  earnings 

Otiier  receipts 

Total  income 

Disbursements — 

Interest  on  debt 

Construction,  equipment,  etc. 

Total  disbursements  .  . 
Balance 


$ 
3,886340 
1,272,696 

24,4K) 


1.410.926 
def.113,820 


1888 

$ 
,848.076 
771,4471 
61,282! 

832,729 1 

771  1301 
247.669 

925,7931       925.258|    1.018.7991 
def.    4390  def.  20,34rdef. 186,070! 


1890 
$ 
3,303,982 

816,147 
_105^56 

921,403 

775,479 
150,314 


1889 
$ 
2.986.543 

«0f<,609 
_  96,308 

904,917j 

771.130, 
154.128; 
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The  Minneapolis  and  St  Louis  RR.  owns  and  operates 
354i  miles  of  road  connecting  Minneapolis  with  Morton,  Minn., 
and  Angus,  la.,  forming  a  junction  at  both  these  pomts  with 
the  Rock  Island,  with  which  it  has  close  relations.  The 
bonded  debt  amounts  to  $9,213,000,  in  respect  of  which 
default  was  made  in  1888,  the  appointed  receiver  being 
President  Truesdale,  who  will  presumably  be  discharged 
soon,  as  earnings  are  now  in  excess  of  fixed  charges. 

The  Iowa  Central  runs  from  Albia,  la.,  to  Peoria,  and  has 
several  branches  in  Central  Iowa,  the  total  length  of  the 
system  being  509  miles,  of  which  503  are  owned.  The  com- 
pany is  moderately  capitalised,  and  has  issued  but  $7,000,000 
bonds,  $5,543,000  5  p.c.  preferred  stock  on  which  the  first 
dividend  of  1  p.c.  has  just  been  declared,  and  $8,200,000 
common  stock. 

The  Cliicago  and  Eastern  Illinois  connects  Dolton,  a 
little  South  of  Chicago,  and  La  Crosse,  Ind.,  with  Terre 
Haute  and  Brazil,  Ind.  The  system  leases  various  hnes 
and  has  a  strongly  developed  local  trajffic  with  the  Illinois 
coalfields;  its  total  length  is  481  miles,  of  which  210  are 
leased.  The  subjoined  statement  is  copied  from  the  Supple- 
ment of  the  Chronicle  (by  permission j. 


INCOME  ACCOUNT. 


Total  gross  earnings 

Operating  expenses  and  taxes 

Net  earnings 

Net  (including  other  income). 

Interest  paid 

Rentals 

Dividend  on  pref.  stock.  .  .  . 


Total. 
Balance. 


1890-91. 
S 
3,567,195 
1,946.499 


I 


1.620.696 

1.660.279 

769.904 

204,226 

(6  p.c.)  275,949 


1,250,081 
sur.  410,198 


1889-90. 
S 
2,911,723 
1,731.369 


1,180,354 

1,212.346 

771.514 

200,061 

(3  p.c.)  133.956 


.  1,105.531 
sur.  106.815 


1888-89. 
$ 
2,719,932 
1,721,547 


995,385 

1,000398 

724,550 

222,118 

(6  p.c.)  267,912 


1.214,580 
def.  $214,182 


The  Chicago   and  Eastern  Illinois  has  close  relations  with 
the    Chicago   and    Weste7m   Indiana.     This   is  a  company 
a   large  terminus  and  approaches  in  Chicago,  and 


owning 


540 


MINOR  NORTHWESTERN  RAILROADS. 


PART    VI. 


capitalised  at  $13'2  millions,  $5,000,000  of  which  consist  of 
shares  of  which  the  Atchison,  Chicago  and  Eastern  lUinois, 
Chicago  and  Erie,  Cliicago  and  Grand  Trunk  and  Louisville, 
New  Albany  and  Chicago  railroads  own  $1,000,000  each.  All 
these  companies  pay  rentals,  the  aggregate  of  which  leaves 
a  vast  surplus  annually.  The  Chicago  and  West  Michigan 
ER.  owns  an  extensive  system  573  miles  long  and  con- 
necting La  Crosse,  Ind.,  with  numerous  points  in  W.Michi- 
gan. Its  capital  consists  of  $6*7  million  bonds  and  $7,521,000 
stock,  on  which  3*^  p.c.  was  earned  in  1890  and  1891. 
Below  is  the  income  account  for  three  years: — 


INCOME  ACCOUNT. 
1891. 


Receipts — 
Net  earnings  . 
other  receipts 


Total  Income. 
Disbursements  — 
Interest  on  debt   . 

Dividends 

Kate  of  dividend  . 
Miscellaneous  .  .  ■ 


525,753 


1890. 

$ 

563,795 
6,750 


525,753 

272,832 

232,337 

(3^  p  c.) 

2,319 


Total  disbursements 
Balance,  surplus   .... 


1889, 

$ 
356.367 

6,646 


363,313 

237.847 
123,064 
(2  p  c.) 


360,851 
2.462 


The  Chicago,  Peoria  and  St  Louis  owns  several  lines 
from  Peoria  and  Pekin  to  East  St.  Louis  and  Centralia, 
and  in  connection  with  the  Atchison  (q.  v.)  forms  a  through 
line  between  Cliicago  and  St.  Louis.  The  system  embraces 
416  miles  of  railway,  and  the  company  has  $3,500,000  stock 
and  $5,071,000  bonds,  including  those  of  the  Jacksonville, 
St.  Louis  and  Louisville  RR.,  now  included  in  the  system. 
The  Keokuk  and  Western,  formerly  part  of  the  Wabash 
system,  runs  from  Yan  Wert,  la.,  on  the  Burlington  main 
Une,  to  Keokuk,  and  is  148  miles  long.  The  Kansas  City, 
Wyandotte  and  Northwestern  connects  Beatrice,  a  railroad 
centre  in  Nebraska,  with  Kansas  City.  The  Omaha  and 
St,  Louis,    also   part   of  the   Wabash   before  its  hue  was 
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foreclosed,  connects  Council  Bluffs  with  Pattonsburg,  Mo. 
In  quite  another  part  of  the  Northwest  we  find  the 
St  Paul  and  Duluth  RR.,  248  miles  long,  which  chiefly 
forms  a  communication  between  the  twin  cities  and  Duluth. 
From  what  has  been  said  of  the  commercial  importance  of 
these  towns,  a  cursory  reader  would  infer  that  the  shortest 
route  connecting  them  must  occupy  quite  a  superior  position ; 
but  so  far  from  this  being  the  case,  the  St.  Paul  and 
Duluth  is  rather  isolated,  the  two  principal  lines  terminating 
in  Duluth  having  their  own  connections  with  St.  Paul, 
while  the  systems  converging  in  St.  Paul,  with  one  or  two 
exceptions,  prefer  the  long  haul  to  Chicago  to  patronising 
an  independent  line  to  Duluth.  Moreover,  the  road  only 
finds  a  fair  amount  of  work  during  seven  months  out  of 
every  twelve,  for  when  Lake  navigation  is  closed  there  is 
no  through  freight  to  be  sent  to  Duluth.  If  the  company, 
therefore,  is  in  a  fairly  prosperous  condition,  it  is  chiefly 
because  of  its  moderate  capitalisation,  which  consists  of 
$4,660,207  common  and  $5,149,910  7  p.  c.  preferred  non- 
cumulative  stock  and  $3,972,500  bonds,  nearly  all  of 
wliich  bear  5  p.  c.  interest.  In  1889  full  interest  was  paid 
on  the  preferred  stock.  The  Investor's  Supplement  of  the 
Chronicle  contains  the  foUowins:  statement : — 


Gross  earnings 

Operating  exp.  and  taxes.... 

Net  earnings 

Total  net  income 

Rentals  paid 

Interest  on  bonds 

Dividends 

Miscellaneous 

Total  payments 

Balance  fr.  RR.  oper... 
Kec.  fr.  stnmpage  and  lands. 

Balance 


1891-92. 

S 
1,934.510 
1,291,586 

642924 
678,987 

96,497 
150,000 
347,793 

69,684 


663,684 
15,303 


1890-91. 

1889-90. 

1888-89. 

$ 

$ 

$ 

1,621,939 

1,410,527 

1.406,865 

1,071,192 
550,747 

1,017.458 
393,069 

1,052.394 

354,471 

575.893 

415..566 

402,178 

93.548 

82.003 

78,890 

150,000 

160,000 

119,702 

348,759 

134,117 

295.040 

31,900 

26,912 

20,218 

624,197 

393.032 

513,851 

def.  48,304 

'sur  22.534 

def.111,673 

249,546 

192,848 

111,596 

sur.201,242 

sur.215,382 

def.77 
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An  impression  prevaOs  in  the  Northwest  that  the  St. 
P.  and  D.  will  soon  be  merged  into  some  other  system, 
and  that  it  would  prove  an  acquisition  to  several  roads 
cannot  be  denied.  It  would,  for  instance, .  give  the  St. 
Paul  an  entrance  into  Duluth,  and  the  Chicago  Great 
Western,  which  seems  bent  upon  increasing  its  system,  could 
do  equally  well  with  it.  The  probability,  however,  seems 
that  the  road  will  ultimately  become  a  second  St.  Paul 
connection  of  the  Canadian  Pacific;  at  any  rate  the  St.  P. 
and  D.  is  extending  its  line  towards  Port  Arthur  and  is 
on  veiy  good  terms  with  the  two  lines  to  the  *Soo.' 


PART  VII. 

THE  SOUTHWESTERN  GROUP. 


CHAPTER  XXXIX. 

RAILWAYS    OF   THE   SOUTHWESTERN   STATES. 

The  Southwest  embraces  Missouri,  Kansas,  Arkansas,  Texas 
and  the  Indian  Territory.  Some  include  in  it  Colorado  and 
New  Mexico,  while  others  again  add  part  of  Louisiana,  but 
the  division  of  the  country  into  groups  being  immaterial  as 
far  as  our  purposes  are  concerned,  we  follow  that  which  is 
most  convenient,  and  add  Colorado  and  New  Mexico  to  the 
Pacific  Group  while  we  consider  the  trans-Mississippi  part 
of  Louisiana  as  belonging  to  the  Southern. 

Broadly  speaking,  the  Southwest  is  bordered  in  the  North 
by  the  Missouri  River,  in  the  East  by  the  Mississippi,  in 
the  South  by  the  Gulf  of  Mexico  and  the  Rio  Grande  del 
Norte,  and  in  the  West  by  Colorado  and  New  Mexico.  It 
covers,  as  the  subjoined  tables  show,  an  area  of  541,000 
miles,  or  almost  one-sixth  of  the  United  States;  it  contains 
over  one-ninth  of  her  population,  represents  one-eleventh  of 
her  wealth  and  has  one-ninth  of  her  railroads;  the  latter 
carry  one-fourteenth  of  the  entire  American  railroad  freight 
movement,  and  employ  one-seventh  of  the  total  capital 
invested  in  these  enterprises.  The  subjoined  tables  give 
further  details. 


Area 
sq. miles. 


Pop%dalion 


Assessed 

valuaiion 

(nitlUon  $) 


Missouri 

Kansas 

Arkansas 

Indian  Territory.. 
Texas 

Totals. 


69,415 
82,080 
53.850 
70,430 
265,780 


541,555 


2,679,000 
1.427,000 
1.128.000 
90,000 
2,236,000 


7,560,000 


865-7 
782  1 
172-4 

348  5 


2,168-7 
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Table  showing  Relative  Importance  of  the  Southjvestern  States  as 
compared  with  that  of  the  entire   Union  {Census  of  1890). 


SoHhtvestern 
Stall  s. 


United 
atates. 


Area  (sq.  miles) '  541,r55 

Population '         7,560,000 

Assessed  valuation j  $2,168,700,000 

Miles  of  railroad I  27,300 


Capital  of  RR.  companies 

Earnings  of  RR 

Passengers  carried  one  mile 
Tons  freight    „         «       «     • 


S14  50mill 
$107       , 
850       , 
OjoOO       ~ 


3,602  COO 
62,622  roi 
$r4,249,600.000 
163,420 
$9,745  mill. 
$1,068    „ 

79,193    „ 


The  foregoing  statistics  clearly  indicate  that  the  Southwest 
is  not  nearly  as  fully  developed  as  the  other  groups  of  States 
we  have  hitherto  dealt  with.  Indeed,  except  in  Kansas  and 
Missouri,  settlement  only  began  a  decade  or  so  ago,  the 
increase  in  the  population  amounting  to  fully  thirty  per  cent, 
for  the  last  dozen  years.  This  marvellous  influx  of  immigrants 
is  chiefly  a  result  of  the  climatic  advantages  which  the 
region  enjoys  above  the  Northwest.  On  the  whole  the 
Southwest  presents  few  contrasts  with  the  States  fuiiher 
North,  and  its  soil  consists  chiefly  of  undulating  plains 
which  are  exceedingly  well  irrigated  by  the  tributaries  of 
the  Mississippi,  and  the  rivers  emptying  into  the  Gulf;  but 
it  has  this  great  point  in  its  favour,  that  its  climate  is 
warmer  and  more  equal  than  that  of  the  Northwest.  The  longer 
summers  and  shorter  winters  offer  considerable  advantages 
to  every  one  concerned  in  agriculture,  since  they  result  in 
an  enormous  saving  in  clothing,  fuel  and  labour;  in  addition 
the  crops  suffer  less  damage  from  frost  and  the  cattle 
require  less  care  and  can  remain  longer  in  the  open  air 
than  is  the  case  fui^ther  North.  These  advantages  are  pro- 
nounced even  in  the  Northernmost  part  of  the  Southwest, 
and  are  now  so  generally  recognised  that  the  tide  of  immi- 
gration has  made  a  decided  turn  towards  the  countrj^  South 
of  the  Missouri  River. 
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The  State  named  after  this  long  and  stately  stream 
is  the  most  prominent  of  the  group,  and  was  settled  as 
early  as  1755  by  the  plucky  Frenchmen  who  ruled  the 
country  until  the  sale  of  'Louisiana'  by  Napoleon  in  1803. 
Although,  owing  to  the  vast  manufactories  of  St.  Louis,  in- 
dustries nominally  predominate  in  Missouri,  the  community 
outside  of  that  thriving  town  chiefly  subsists  on  agriculture, 
and  in  an  average  year  120,000  farms  will  produce  the 
equivalent  of  $105,000,000  in  the  shape  of  225,000,000 
bushels  of  corn,  36,000,000  bushels  of  oats,  20,000,000 
bushels  of  wheat  and  6,000,000  bushels  of  potatoes.  In 
addition  13,000,000  pounds  of  tobacco  and  20,000  bales  of 
cotton  are  raised.  The  mineral  wealth  of  the  State  in  as 
unbounded  as  its  soil  is  fertile;  the  mines  in  and  near 
the  Osage  Mountains  yield  some  500,000  tons  of  iron, 
30,000  tons  of  lead  and  12,500  tons  of  zinc,  while  soft  coal 
fields  extend  over  an  area  of  some  26,000  square  miles.  In 
consequence  the  industries  of  the  State  have  a  gi^eat  future 
before  them,  especially  as  the  vast  coalfields  of  Illinois, 
situated  near  St.  Louis,  provide  that  beautiful  though  smoky 
city  with  cheap  fuel  in  abundance. 

The  city  of  St.  Louis,  which  by  this  time  claims  to  have 
a  population  of  450,000,  lies  a  little  below  the  confluence 
of  the  Missouii  with  the  Mississippi,  and  is  the  commercial 
capital  of  the  entire  Southwest.  As  such  it  reflects  both 
the  agricultural  and  mineral  wealth  of  its  splendid  Rlnier- 
land,  being  not  only  a  leading  market  of  agricultural  produce 
but  also  one  of  America's  most  prominent  seats  of  industry, 
especially  noted  on  account  of  its  packing  houses,  breweries 
and  numerous  other  industrial  establishments.  Moreover  its 
favourable  situation  on  the  Mississippi  invests  it  with  con- 
siderable importance  as  a  centre  of  navigation.  Even  had 
there  been  no  railways,  St.  Louis  would  have  become  the  key 
to  the  Southwest,  for  the  Mississippi  and  Missouri  give  access 
to  St.  Paul,  Omaha,  Pittsburg,  Cairo,  Memphis,  New  Orleans, 
and  the  best  parts  of  the  Indian  Territory,  not  to  speak  of 

American  Railroads.  25 
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intermediate  points  situated  along  tributaries  of  the  greatest 
river  system  in  the  world;  as  it  is  there  are  in  spite  of 
railroads  2,000  steamboat  arrivals  in  the  course  of  a  year, 
not  to  mention  thousands  of  barges  which  navigate  the  river 
as  far  as  St.  Paul  and  New  Orleans.  It  is  a  peculiar  fact, 
not  commonly  known,  that  St.  Louis  navigation  competes 
with  railways  under  the  most  favourable  circumstances ;  it  is 
stated  that  one  tug  will  tow  10,000  tons  of  freight— the 
load  of  13  trains — to  New  Orleans  in  seven  days,  i.e.,  in 
quick  time  and  at  very  low  cost.  But  since  railways  have 
"  frozen  out  "  even  the  rivers,  while,  moreover,  the  river  after 
all  only  runs  in  one  direction  which  does  not  happen  to 
be  the  direction  of  trade,  St.  Louis  is  far  more  important 
as  a  railroad  centre  than  as  a  focus  of  navigation.  The 
produce  of  the  Southwest  is  wanted  in  the  East;  and,  col- 
lected by  the  Soutliwestern  railroad  systems  terminating  in 
St.  Louis,  is  shipped  to  the  seaboard  along  the  Pennsylvania, 
Big  Four,  Ohio  and  Mississippi,  Toledo  and  St.  Louis,  Louis- 
ville and  Nashville,  and  various  smaller  railroads  In 
addition  there  are  seven  different  routes  to  Chicago,  two 
direct  and  various  indirect  lines  to  Denver,  numerous  roads 
to  New  Orleans  and  the  South,  and  quite  a  number  of  routes 
to  Kansas  City,  St.  Joseph,  and  other  important  towns  along 
the  Missouri;  and  these  highways  of  trade  created  by  man 
supersede  those  provided  by  nature.  Its  geographical  advan- 
tages and  its  railroads  caused  St.  Louis  to  become  the  entre- 
pot of  the  Southwest,  and  concentrated  within  its  boun- 
daries an  enormous  trade  and  a  vast  traffic,  wliich  in  turn 
created  an  all  -  absorbing  business  activity  characterised  by 
the  same  intensity  as  that  of  Chicago.  Some  idea  of  the 
town's  importance  may  be  gained  from  the  fact  that  bank 
clearings  in  1891  amounted  to  1,140  million  dollars,  that  the 
St.  Louis  Freight  Car  Association  handles  250,000  freight  cars 
(some  5,000  trains)  a  year,  and  that  the  city  is  connected 
with  East  St.  Louis^  111.,  by  two  railroad  bridges,  one  of 
which  was  built  atacostof  $10,000,000  and  is  two-storeyed^ 
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Kansas  City,  built  on  the  boundary  line  of  Missouri  and 
Kansas  and  on  the  Missouri  River,  is  likewise  a  centre  of 
trade,  navigation  and  railways.  Tn  1865  this  town  had  a 
population  of  3,500,  and  ten  years  earlier  it  was  a  steam- 
boat stage  chiefly  patronised  by  border  raiders;  to-day  its 
population  numbers  185,000,  and  its  trade  represents  some 
$300,000,000  per  annum.  There  are  large  grain  eleva- 
tors and  abattoirs,  Messrs.  Armour  of  Chicago  having  a 
branch  here.  Although  the  greater  part  of  the  town  is 
situated  in  Missouri,  Kansas  City  really  is  the  commercial 
centre  of  Kansas,  with  every  point  of  which  it  has  du'ect 
rail  connection.  In  addition  the  city  has  five  direct  and 
four  indirect  connections  with  Chicago,  and  several  with 
Omaha  and  St.  Paul.  St.  Joseph,  near  by  with  a  popu- 
lation of  70,000,  is  likewise  a  rising  town. 

Kansas  is  an  agiicultural  state  par  excellence,  and 
although  but  in  its  teens  it  already  produces  $70,01)0,000 
worth  of  crops  and  millions  \  of  cattle  in  the  course  of  an 
average  year.  Corn  is  the  principal  produce,  the  average 
annual  crop  of  that  cereal  having  risen  from  40,000,000 
bushels  in  1870  to  300,000,000  in  1891.  In  addition 
40,000,000  bushels  of  wheat  and  15,000,000  of  oats  are 
grown,  4,000,000  tons  of  hay,  and  beets  yielding  some  two 
millionpounds  of  sugar.  The  exports  include  30,000,000  pounds 
of  butter,  800,000  pounds  of  cheese,  vast  quantities  of  poultry 
and  eggs  and  hundreds  of  train  loads  of  fruit  of  all  des- 
criptions, while  eveiy  year  some  3,000,000  head  of  cattle 
are  sent  to  the  Kansas  City  LTnion  Stock  Yards,  an  estab- 
lishment second  only  to  the  yards  of  Chicago.  To  these 
products  of  the  farm  extensive  minerals  are  added,  for  the 
soil  contains  coal,  salt,  ores,  etc.  The  principal  towns  are 
Kansas  City  (the  portion  situated  in  this  State  numbering 
a  population  of  50,000)  Topeka  (4:0,000  pop.)  Wichita 
(25,000)  Leavenworth  (20,000)  Atchison  (15,000),  and  Fort 
Scott  (12,000).  Some  of  the  cities  in  this  State  have  des- 
cended  from  their   status  as   "metropoles  in  embryo"  and 
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sunk  to  the  low  level  of  dull  prairie  towns.  Wichita  is  the  most 
noted  of  these,  although  at  one  time  it  was  boomed  to  an 
extent  which  no  average  European  can  comprehend.  Its 
population  reached  20,000  in  two  years,  and  within  the 
same  short  space  of  time  there  came  a  dozen  railways; 
but  there  being  no  7mson  d'etre  for  a  large  town  the  boom 
speedily  collapsed  and  made  room,  first,  for  a  terrible  dulness, 
and  next  for  a  slow  but  steady  growth.  The  entire  South- 
west has  had  many  booms,  the  reaction  of  which  seriously 
interfered  with  its  growth;  at  present,  however,  progress  is 
more  healthy. 

Arkansas  is  less  developed  than  Missouri  and  Kansas, 
but  at  present  it  is  growing  fast,  its  population  having 
doubled  since  1880 ;  this  State  is  larger  than  England, 
almost  exclusively  agricultm^al,  and  consists  of  lowlands  in 
the  Southeast  and  highlands  in  the  Northwest.  Arkansas 
has  100,000  farms,  and  83  per  cent,  of  her  population 
earn  their  livelihood  by  agi^iculture.  The  cotton  crop  of 
the  lowlands  averages  600,000  bales  per  annum,  and  in 
addition  45,000,000  bushels  of  corn  are  raised,  and  great 
quantities  of  tobacco,  sweet  potatoes  and  apples.  Lumber 
is  also  an  important  produce,  the  annual  output  represent- 
ing a  value  of  $20,000,000,  and  cattle  are  exported  in 
increasing  quantities,  while  minerals  abound,  notably  coal 
and  iron.  Such  a  variety  of  resources  gives  promise  of  a 
splendid  future,  and  in  the  end  cannot  fail  to  elevate  the 
State  from  the  backward  condition  it  remained  in  for  many 
years.  The  leading  towns  are :  Little  Rock  (pop.  23,000) 
Fort  Smith  (12,000),  and  Pine  Bluff  (10,000);  there  are  a 
great  number  of  young  Spas,  the  State  containing  many 
mineral  springs. 

In  the  Indian  Territory,  otherwise  ^ISTo  Man's  Land,' the 
process  of  development  has  hardly  commenced,  but  the  region 
possesses  resources  which  predestine  it  to  become  a  great  and 
prosperous  commonwealth.  At  present  there  are  many  Indian 
tribes  in  the  country^  and  a  few  white  settlers  in  Oklahoma, 
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which  was  *  thrown  open'  by  the  Government  a  few  years 
since,  and  is  now  renowned  as  the  'the  Boomer's  Para- 
dise.' But  the  great  scarcity  of  railways  points  to  the 
scantiness  of  settlements  and  the  economic  insignificance. 

Texas,  on  the  other  hand,  is  rapidly  ascending  the  ladder 
of  success,  and  on  its  way  to  attain  that  prominence  to 
which  its  vast  size  entitles  it.  This  State  is  larger  than 
any  European  empire  save  Russia,  and  covers  more  than 
twice  as  much  area  as  the  eleven  Eastern  States  of  which 
details  were  given  on  p.  184  of  this  volume  put  together. 
Yet,  whereas  these  Eastern  States  have  a  population  of 
nearly  19,000,000,  Texas  has  but  2,236,000,  and  its  wealth 
is  not  greater  than  that  of  little  Rhode  Island,  which  is 
smaller  than  its  most  insignificant  county.  But  Texas  is 
growing,  and  means  to  grow  further  until  it  excels  all 
other  States.  It  contains  vast  and  fertile  plains,  and  fine 
forests,  and  minerals  in  profusion,  and  ranches,  and  cotton 
lands,  and  many  valuable  things  besides.  Above  all,  it  can 
boast  of  some  two  millions  of  enterprising  citizens  ready 
''to  boom  Texas  for  all  it  is  worth,"  and  eager  to  increase 
its  wealth  by  every  available  means.  Accordingly  develop- 
ment has  been  started  on  an  imposing  scale,  and  is  no 
doubt  destined  to  assume  proportions  compared  with  which 
the  present  are  diminutive.  There  are  already  ten  towns 
with  a  population  above  10,000,  the  most  notable  being 
Dallas  (38,000)  San  Antonio  (38,000)  Galveston  (30,000) 
Houston  (28,000)  Fort  Worth  (28,000)  Waco,  Laredo, 
Denison  and  El  Paso.  Of  these  Fort  Worth,  Houston  and 
El  Paso  seem  to  have  great  prospects,  and  Galveston  will 
presumably  benefit  largely  from  the  deepwater  harbour  now 
being  constructed  with  the  support  of  the  Federal  Government. 

Texas  is  an  important  producer  of  cotton,  of  which  it 
ships  1,200,000  bales  yearly,  valued  at  $50,000,000;  in 
addition  50,000,000  bushels  of  corn  and  8,000,000  bushels 
of  wheat  are  raised,  and  the  State  is  noted  for  its  vast 
herds   of  cattle,  thousands  of  steers  being  sent  to  Chicago 
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every  week.  Wool  is  also  one  of  the  most  important  of  its 
products,  among  which  some  9,000,000  pounds  of  nuts  and 
12,000,000  pounds  of  cane  sugar  are  minor  items,  and  of 
course  there  is  an  abundance  of  lumber.  I  subjoin  a  copy 
of  a  typewritten  circular  some  millions  of  which  have  been 
circulated  by  the  Missouri,  Kansas  and  Texas  Railway;  it 
gives  some  interesting  details  relating  to  the  growth  of 
Texas  and  at  the  same  time  illustrates  the  methods  of 
advertising  in  vogue  among  American  Railroads. 

MISSOURI,    KANSAS   AND   TEXAS   RAILWAY. 
Geo.  a.  Eddy  &  H.  C.  Cross,  Receivers. 

Office  of  tlie  Greixeral  Fasseiiger  and  Ticket  Agent. 

GASTON  MESLIEB, 

Gen'l  Pass.  &  Ticket  Agent. 

W.    G.   GRAHAM, 

Ass't  Gen'l  Pass.  &  Ticket  Agt. 

Sedalia,  Mo.,  March  2d,  1891. 

DEAR  SIR: 

Are  you  aware  of  the  rapid  growth  and  development  of  the  State  of  Texas? 
Do  you  know  that  the  development  in  the  past  few  years  has  been  so  rapid  as 
to  be  almost  wonderful?  Cities  and  towns  have  sprung  up  and  are  thriving 
to-day  where  one,  two  or  three  years  ago  there  was  nothing  to  be  seen  but  bare 
prairie  or  unhewn  forests.  If  you  have  not  received  a  copy  of  our  Folder  giving 
a  description  of  the  cities  of  Texas,  say  so,  and  we  will  send  you  a  copy. 

Considering  the  opportunities  for  success  as  offered  to  the  investor  or  hoine- 
seeker  through  the  vast  resources  of  Texas,  it  is  not  surprising  that  the  new 
census  of  1890  shows  an  increase  of  population  in  Texas  of  630,471,  or  an 
increase  of  4024  percent,  over  that  of  1880;  nor  is  it  surprising  that  the  reports 
from  the  Comptroller's  office  at  Austin,  Tex.,  show  an  increase  in  taxable  values 
by  counties  of  $463,259,270  over  that  of  1880,  and  an  increase  of  $92,915,196  over 
tuat  of  1888.  The  total  taxable  value  of  the  State  of  Texas  is  $775,000,000,  which 
is  something  like  $282,334,480  more  than  any  other  State  in  the  South. 

A  prominent  feature  in  the  improvement  of  the  State  of  Texas  is  her  rail- 
roads. There  are  thirty-seven  Railroad  Companies  in  the  State,  operating  a  total 
main  track  of  8,387-41  miles,  and  prominent  among  these  roads  is  the  Missouri, 
Kansas  &  Texas  R'y.,  which  has  made  many  and  rapid  strides  towards  perfection 
in  all  branches  of  its  passenger  service,  and  now  offers  its  patrons  facilities  for 
quick  and  comfortable  transportation  between  Chicago,  Hannibal,  St.  Louis  and 
Kansas  City  and  Texas  points,  which  is  beyond  criticism;  running  the  celebrated 
Pullman  Buffet  Sleeping  Cars  through  without  change,  on  fast  trains,  making 
close  connections  with  all  diverging  lines  for  points  in  Mexico  and  California. 

The  M.,  K.  &  T.  R'y  is  the  favorite  route  to  Texas  from  all  points,  North, 
East  or  West. 

Yours  truly, 

GASTON  MESLIER, 

Gen»J  Pass.  &  Tkt.  Agt. 
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The  Railroads  of  the  Southwest  have  the  same  natural 
-characteristics  as  the  country  that  maintains  them,  and  their 
principal  features  are  sparseness,  rapidity  of  development, 
and  youth.  The  Northernmost  part  ofthe  region,  bemg  settled 
longest,  is  naturally  better  provided  with  transportation 
facilities  than  the  new  country,  and  Kansas  and  Missouri 
are  served  by  rival  systems  of  great  power  which  create 
that  vigourous  competition  without  which  no  development 
is  possible  in  the  West.  In  the  South,  roads  are  less  nu- 
merous, and  but  for  the  through  routes  many  parts  would  be 
altogether  devoid  of  railways  because  in  most  counties  there 
is  not  sufficient  local  business  to  attract  any.  Indeed, 
Kansas,  Missouri  and  Eastern  Texas  are  the  only  regions 
which  in  a  strict  sense  have  local  lines. 

As  yet  the  traffic  of  the  entire  Southwest  is  carried  to 
St.  Louis  and  Kansas  City,  these  two  towns  being  the 
entrepots  which  collect  local  produce  and  distribute  the 
articles  for  which  it  is  exchanged.  There  are  in  the  South- 
west practically  but  two  great  systems,  the  Atchison  and 
the  Gould  roads,  and  these  carry  the  produce  of  the  entu'e 
region  to  both  towns,  the  Missouri  Pacific  as  much  as  pos- 
sible to  St.  Louis,  the  Atchison  to  Kansas  City,  where  it 
is  connected  with  Chicago  by  its  own  line,  the  Chicago, 
Santa  Fe  and  California  RR.  The  Atchison  has  some  six 
thousand  miles  of  road  in  the  Southwest,  the  major  part  of 
which  is  situated  in  Kansas  and  is  tributary  to  Kansas 
City ;  other  portions  of  the  system,  notably  those  in  Southern 
Kansas  and  Texas,  connect  both  with  that  town  and — since 
the  St.  Louis  and  San  Francisco  RR.  has  been  added  to 
the  system — with  St.  Louis.  Of  course  the  Atchison  is  also 
a  Pacific  road  in  the  full  sense  of  the  word,  but  the  bulk 
of  its  traffic  being  derived  from  its  Kansas  lines  it  cannot 
be  classified  otheiivise  than  among  Southwestern  roads. 

The  importance  of  the  Santa  Fe  system  is  over-reached  by 
that  of  Gould's.  This  noted  financier,  indeed,  controls  well- 
nvAi   one-half  of  all  lines  in  the  Southwest.    His  Missouri 
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Pacific  is  the  most  formidable,  one  may  say  the  only,  com- 
petitor of  the  Atchison  lines  in  Kansas,  and  the  Iron  Moun- 
tain RR.,  which  it  leases,  holds  the  same  relation  to  the 
S.  L.  and  S.  F.  owned  by  the  Atchison.  The  Missouri  Pacific 
system  embraces  5,300  miles,  but  to  it  must  be  added  three 
more  roads  controlled  by  Gould,  namely  the  Texas  and 
Pacific  (1,499  miles)  the  St.  Louis  Southwestern  (1,222  miles) 
and  the  International  and  Great  Northern  (825  miles)  which 
give  Mr.  Gould  some  8,800  miles  of  lines,  most  advantage- 
ously situated  and  reaching  from  New  Orleans,  Galveston, 
Laredo,  El  Paso,  Denver,  Omaha  and  Kansas  City  to  St. 
Louis,  Cau'o  and  Memphis.  Next  to  the  Atchison  and 
Gould  systems  comes  the  Missouri,  Kansas  and  Texas,  con- 
necting numerous  points  in  Texas  and  the  Territory  with 
Kansas  City,  St.  Louis  and  Hannibal.  These  three  systems 
carry  most  of  their  freight  to  Kansas  City  and  St.  Louis, 
where  the  bulk  of  it,  destined  for  the  East,  is  transferred 
to  the  Northwestern,  Central,  and  Trunk  lines  dealt  with 
elsewhere.  Apart  from  the  various  roads  belonging  to  the 
Atchison,  Gould  and  M.  K.  T.  systems  there  are  lines  which 
form  parts  of  systems  classed  among  other  groups,  the  most 
notable  of  these  being  the  Union  Pacific  branches  in  Northern 
Kansas  and  the  Rock  Island  in  Kansas  and  the  Territory. 
Map  4  shows  that  the  railways  have  made  the  greater 
part  of  the  Southwest  tributary  to  St.  Louis  and  Kansas 
City.  These  two  towns  are  the  natural  outlet  of  Kansas 
and  Missouri,  but  the  same  cannot  be  said  with  regard  to 
other  parts  of  the  Southwest,  notably  Arkansas  and  Texas. 
The  peculiar  evolution  of  the  three  principal  systems  has 
hitherto  successfully  dictated  to  the  trade  of  these  two  States 
a  route  which  is  by  no  means  the  best  that  could  be  adopted. 
Their  produce  is  not  wanted  in  St.  Louis  and  Chicago,  but 
in  the  East;  and  the  shortest  way  to  the  East  does  not 
touch  these  two  towns,  but  leads  via  Memphis,  Cairo,  etc. 
In  course  of  time  tliis  fact  cannot  fail  to  assert  itself,  for 
although   trade  is  not  easily  diverted  from  old  routes  it  al- 
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ways  displays  a  tendency  to  seek  the  shortest  possible  chan- 
nel. The  commerce  of  Texas  and  Arkansas  forms  no  excep- 
tion to  the  rule,  and  is  looking  out  for  a  direct  outlet  to 
the  East  which  avails  itself  of  the  cheapest  and  shortest 
route.  There  are  signs  that  the  existing  systems  will  in  a 
measure  accept  this  hard  fact  and  make  the  best  of  it  by 
constructing  new  lines  in  the  appropriate  direction,  and 
this  is  notably  the  case  with  the  Gould  lines,  which  are 
especially  encouraged  by  the  circumstance  that  Mr.  Gould 
through  his  Richmond  Terminal  system  controls  one  of  the 
short  routes  between  Texas  and  the  East.  The  Atchison 
and  Missouri,  Kansas  and  Texas,  however,  have  no  such 
connection,  and  for  that  reason  make  strenuous  efforts  to 
prevent  changes  in  the  direction  of  trade,  or  if  that  is  im- 
possible to  delay  them.  In  connection  with  this  matter  we 
call  attention  to  Mr.  Gould's  alleged  intention  of  diverting 
the  trafftc  of  his  Missouri  Pacific  system  to  the  South,  to 
which  we  refer  elsewhere. 

The  Atchison,  Gould,  and  Missouri,  Kansas  and  Texas 
systems  are  dealt  with  in  subsequent  chapters,  but  in 
addition  there  are  a  few  other  roads  some  of  which  are 
of  strictly  local  importance  while  others  have  some  share 
of  through  traffic.  To  the  latter  class  belong  the  Kansas 
City,  Fort  Scott  and  Memphis  Railroad  which,  through 
the  Kansas  City,  Memphis  and  Birmingham  RR.  con- 
nects with  the  East  via  the  South.  The  Kansas  City, 
Fort  Scott  and  Memphis  owns  671  miles  and  leases  81, 
and  its  lines  run  from  Kansas  City  to  Memphis.  The 
company  gains  access  to  and  terminal  accommodation  in 
Kansas  City  by  using  the  Kansas  City  Belt  RR.  ^  and 
connects  with  Birmingham  by  the  Kansas  City,  Memphis  and 
Birmingham  RR.  just  mentioned,  of  which  it  holds  half  the 
stock.  The  corporation  dates  from  1888,  and  is  a  consolida- 
tion  of  the  Kansas  City,  Fort  Scott  and  Gulf,  and  Kansas 

1  The  K.  C,  F.  S.  &  M.  owns  300  shares  of  this  railroad. 
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City,  Springfield  and  Memphis  railroads.  The  capital  stock 
amounts  to  $2,750,000  8  p.c.  preferred,  which  since  1882  has 
received  its  full  dividend,  $9,997,000  common,  and  bonds  to 
the  amount  of  $21*8  millions.    Earnings  are  as  below.  ^ 


1 

Gross  earnings 

1890-91. 

$ 
4.703.142 
1,313,924 

1.068.846 

1889-90. 

$ 
4,937,431 
1,550,786 

1,042.549 

1888-89. 

$ 
4,545,567 
1,518,057 

994.537 

'  Net  earninsrs 

1  Charges-Iiit.,  traffic  guarantees 
j      etc 

1       Balance,  after  adding  other 
:           income 

Dividends  paid   

1 

2.)6  88l 
208,972 

569, '61 
566,414 

606,578 
516,924 

Balance 

sur.  47,909 

def.  2,747 

sur.  89,654 

The  Little  Rock  and  Memphis  is  a  railroad  as  it  were 
created  by  the  demand  for  short  and  direct  routes  just 
referred  to.  The  road  is  133  miles  long  and  connects  the 
two  towns  after  which  it  is  named.  It  has  a  funded  debt 
of  $3,222,400  and  a  share  capital  of  $3,250,000.  Earnings 
for  year  ending  Dec.  181)1 :  Gross  $709,0^52,  net  $186,314, 
surplus  above  charges  $26,644. 

The  TJyiion  Pacific^  Denver  and  Gulf  Gonnects  Denver  with 
Fort  Worth  in  Texas;  but  running  opposite  to  the  direc- 
tion of  trade,  it  plays  no  important  role  as  a  through  route. 
We  refer  to  it  in  the  chapter  deaUng  with  the  Union  Pacific 
system,  of  which  it  forms  a  part.  Another  railroad  con- 
necting Missouri  points  with  the  South  is  now  projected 
and  will  be  built  by  the  Kansas  City,  Arkansas  and  New 
Orleans  Railroad  Co,,  which  is  issuing  bonds  at  the  rate  of 
$20,000  a  mile,  and  has  an  authorised  capital  stock  of 
$6,000,000.  of  which  $1,000,000  is  issued. 

Of  local  lines  there  is,  in  the  first  place,  the  Houston  and 
Texas  Central,  but  as  this  road  constitutes  a  part  of  the 
Southern  Pacific,  we  can  defer  speaking  of  it  until 
this    important   transcontinental   system    comes    under   dis- 


(InvestuVb'   Supplements  X.   1'.  Chronicle) 
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cussion.  The  San  Antonio  and  Aransas  Pass  is  at  once 
the  most  promising  and  from  a  local  point  of  view  the  most 
important  of  the  independent  lines  belonging  to  this  class. 
The  road  is  at  present  restricted  to  constituting  a  con- 
nection between  local  points  in  Texas  such  as  Houston, 
Waco,  Kerville,  San  Antonio,  and  Aransas  Pass,  the  latter 
being  a  Gulf  port  for  which  some  predict  a  great  future. 
This  system  has  a  total  length  of  682  miles,  but  consider- 
able extensions  are  planned — one  in  the  direction  of 
Laredo  on  the  Rio  Grande  River,  where  it  will  connect 
with  the  Mexican  National,  and  another  from  Houston  to 
New  Orleans,  with  a  branch  to  Shreveport.  In  New  Orleans 
it  will  meet  the  systems  leadmg  from  there  to  the  East,  and 
in  Shreveport  will  form  a  junction  with  Gould's  St.  Louis 
Southwestern.  A  glance  at  map  4  will  show  that  these 
extensions  will  convert  the  system  into  part  of  a  most  im- 
portant direct  through  route  between  Mexico  and  the  East, 
and  that  it  will  be  in  a  position  to  compete  under  very 
favourable  conditions  with  the  Southern  Pacific  and  Atchi- 
son systems,  which  have  hitherto  monopolised  traffic  with 
the  Egypt  of  the  New  World.  The  company  defaulted  some 
time  ago  and  foi'eclosure  sale  was  ordered  to  take  place 
in  November  of  the  current  year,  but  recently  the  receivers 
have  been  discharged,  the  reorganisation  committee  agi^eeing 
to  deposit  some  $750,000  as  a  guarantee  of  fulfilment  of 
their  promise  to  pay  outstanding  claims.  The  plan  of 
reorganisation  provides  for  the  issue  of  new  securities,  but 
fresh  difficulties  appear  to  have  arisen  owing  to  the  receiver's 
management  having  proved  a  rather  expensive  one. 

The  Galveston^  Houston  and  Henderson  RR,  connects 
Houston  with  Henderson,  is  50  miles  long,  and  controlled 
by  the  International  Great  Northern,  w^hich  operates  the 
road  under  a  lease. 

The  Fort  Worth  and  Rio  Grande  is  a  railroad  running 
from  Fort  Worth  in  a  Southern  direction  to  Brownwood ; 
its   present  length  is  145  miles,  but  it  will  be  extended  to 
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the  iron  mines  in  Llano  County.  The  road  has  only  just 
been  completed,  so  that  no  detailed  statements  can  be  given  ; 
but  it  may  be  mentioned  that  earnings  for  the  first  six 
m6nths  of  the  current  year  were  $174,000  against  $104,000 
during  the  same  period  of  1891. 

The  Houston  East  and  West  RE.  is  a  narrow  gauge 
line  from  Houston  to  Logansport,  a  distance  of  192  miles. 
The  stock  of  the  company  that  owns  it  amounts  to  $1,920,000 
and  there  is  a  first  mortgage  of  $1,344,000  and  a  second 
of  $750,000. 

The  Vickshtrg,  Shreveport  and  Pacific,  running  from 
Delta,  La.,  to  Shreveport,  will  be  dealt  with  under  Cin- 
cinnati;  New  Orleans  and  Texas  Pacific.  The  Kansas  City, 
Watkins  and  Oiilf  has  just  been  completed  from  Lake 
Charles,  La.,  to  Alexandria,  Tex.,  and  will  be  extended 
in  a  Northern  direction  to  meet  the  Iron  Mountain. 


In  connection  with  railroads  in  Texas  generally  it  is  desir- 
able to  refer  to  the  exceptionally  hostile  laws  which  the 
'Legislature  of  that  State  has  seen  fit  to  enact.  On  the 
whole  Southwestern  roads  are  in  that  state  which  North- 
western lines  were  in  some  20  or  30  years  ago,  and  therefore 
passing  through  experiences  very  similar  to  those  which  have 
been  witnessed  North  of  the  Missouri.  The  frequent  embarrass- 
ments, reorganisations  and  questionable  practices  formerly 
characteristic  of  Northwestern  roads — most  of  which  are  now 
attaining  maturity— are  to-day  features  of  the  Southwestern 
group,  and  it  seems  even  that  the  hostile,  injurious  and  injudi- 
cious legislation  which  has  caused  so  much  difftculty  in  Iowa, 
Wisconsin,  etc.,  will  be  repeated  throughout  the  Southwest. 
In  Texas  the  most  injurious  Acts  have  been  passed  in  the 
erroneous  belief  that  they  would  prove  beneficial  to  the 
community,  and  that  they  were  in  accord  with  true  patriotism. 
For  instance,  the  State  is  noted  for  an  Alien  Land  Act 
which,   it   is  true,  may  keep  "  Texas  for  the  Texans,"  but 
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must  also  greatly  interfere  with  the  introduction  of  foreign 
capital,  without  which  the  development  of  the  State  will  be 
very  considerably  i^etarded.  Another  law  relating  to  the 
railroads  was  passed  in  1891,  and  the  following  instructive 
comments  are  derived  from  the  report  of  the  Texas  and 
Pacific  RR.  and  have  been  issued  over  Mr.  Gould's  signature: — 

"The  crusade  directed  against  all  corporate  interests  in 
"  Texas,  particularly  railways,  during  the  past  year,  culmi- 
"  nated  in  the  passage  of  an  Act  by  the  Legislature  on 
^^  April  3,  1891,  creating  a  Railway  Commission,  clothed 
"  with  plenary  powers,  from  whose  arbitrary  decisions  there 
"  was  no  adequate  reUef  provided. 

"  This  commission,  the  members  of  which  were  appointed 
"  by  the  Executive  of  the  State,  organised  on  June  10, 
"  and  at  once  proceeded  to  the  consideration  of  existing 
"  freight  rates,  with  the  avowed  purpose  of  making  a  radical 
"  reduction,  and  in  a  brief  period  thereafter  commenced  the 
"  promulgation  of  tariffs  based  on  mileage,  fixing  rates  on 
"  all  the  principal  commodities  transported  on  your  line, 
"  reducing  them  to  an  extent  wholly  unwarranted  by  the 
"  existing  circumstances,  and  in  the  face  of  statements 
"  clearly  showing  that  the  rates  previously  prevailing  were 
"  only  fairly  remunerative." 

The  attitude  of  the  Railroad  Commission  has  been  chal- 
lenged by  the  raih'oad  interest,  and  it  is  gratifying  to  note 
that  the  Courts  recognised  the  injustice,  to  say  nothing  of 
the  folly,  of  the  new  legislation,  and  have  not  upheld  it 
in  a  recent  decision. 


CHAPTER  XL. 

THE    ATCHISON    SYSTEM. 

The  most  extensive  of  all  American  railroad  systems  origi- 
nated in  1859,  when  the  Atchison  and  Topeka  RR.  Company- 
applied  for  and  obtained  a  charter  for  a  railway  connecting  two 
obscure  townships  in  Kansas,  situated  at  a  distance  of  some 
forty  miles  from  each  other.  Owing  to  financial  difficulties,  and 
also  as  a  result  of  the  economic  disturbances  caused  by  the 
outbreak  of  the  civil  war,  its  promotors  were  unable  to 
commence  construction,  and  in  1863  they  transferred  their 
charter  to  other  parties  who  sought  and  acquired  powers 
to  extend  the  line  beyond  Topeka  towards  the  Southwest  of 
Kansas,  and  in  the  direction  of  Santa  Fe,  the  capital  of 
New  Mexico,  the  name  of  which  was  added  to  those  of  the 
two  Kansas  townships,  so  that  the  company  was  henceforth 
known  as  the  Atchison,  Topeka  and  Santa  Fe  RR.  Co. 
Congress  endowed  the  new  corporation  with  a  valuable  land 
grant  ^  amounting  to  6,400  acres  for  every  mile  of  road 
constructed,  on  condition,  however,  that  the  entire  railway 
should  be  completed  within  the  ten  years  expiring  March, 
1873.  This  clause  nearly  deprived  the  company  of  its  land 
grant,  for  the  depression  following  in  the  wake  of  the  war 
rendered  the  commencement  of  construction  an  impossibility, 
and  six  years  elapsed  before  a  start  was  made.  The  section 
between  Topeka  and  Emporia  was  not  opened  for  traffic 
before  August,  1870,  and  that  between  Topeka  and  Atchison, 
which  was  taken  in  hand  next,  as  late  as  May  13th,  1872. 

1  The  company  received  altogether  2,934,660  acres  of  land  in  Kansas, 
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On  that  day  only  ten  months  remained  before  the  expiration 
of  the  period  stipulated  under  the  Land  Grant  Act,  and  the 
company  had  built  barely  one-fourth  of  its  line;  yet  so 
energetically  did  its  managers  push  work  forward  that  the 
requisite  340  miles  were  completed  within  seven  months,  the 
Eastern  boundary  of  Colorado  being  reached  on  December 
28th,  1872.  Even  in  America,  where  roads  are  built  with 
lightning  rapidity,  this  feat  has  no  parallel. 

As  the  result  of  this  rapid  construction  the  cost  of  the 
road  considerably  exceeded  Jhe  estimates,  and  the  company 
contracted  a  floating  debt  which  soon  threatened  to  involve 
it  in  embarrassments.  Shortly  after  the  opening  of  the  line 
the  crisis  of  1873  broke  out,  and  the  creditors  asked  for 
payment;  and  serious  consequences  might  have  ensued  had 
not  the  company  succeeded  in  contracting  for  a  new  loan 
with  the  proceeds  from  which  the  floating  debt  was  paid. 
At  the  same  time  the  bondholders  consented  to  a  postpone- 
ment of  the  payment  of  the  interest  for  1873  and  1874 ; 
the  cash  which  became  available  thereby  was  spent  on  im- 
provementSy  and  coupons  w^ere  funded,  bondholders  receiving 
twice  their  face  value  in  consolidated  mortgage  bonds. 

During  the  financial  crisis  no  attempts  at  extension  were 
made,  but  in  the  same  degree  as  confidence  revived  this 
company,  like  so  many  others,  resumed  construction;  and 
when  the  building  craze  of  the  early  eighties  reached  its- 
climax  the  Atchison  was  extending  its  lines  faster  than 
any  of  its  fellows.  In  1875  its  system  was  but  712  miles 
in  length;  by  the  end  of  1884,  2,375  miles  were  in  operation, 
and  still  the  company  kept  on  extending  its  lines,  especially 
those  in  Kansas,  until  in  1887  it  owned  a  network  em- 
bracing over  three  thousand  miles  of  railway,  and  operated 
in  addition  some  3,500  miles  of  proprietary  lines,  so  that 
the  system  within  ten  years  had  increased  its  length  from 
786  miles  to  6,069,  and  had  grown  from  a  local  line  into 
a  system  directly  interconnecting  some  of  the  most  remote 
parts  of  the  Union.    Yet  the  ambition  of  its  managers  was 
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by  no  means  satisfied;  there  were  lines  connecting  with  the 
Golden  Gate  and  the  Gulf,  with  the  Rocky  Mountains  and 
the  Rio  Grande ;  what  was  now  desired  was  direct  commu- 
nication with  Chicago,  and  accordingly  the  Chicago,  Santa 
Fe  and  California  was  started,  and  completed  in  1888.  In 
that  year  the  system  of  owned  lines  reached  a  length  of 
7,113  miles  ^ ;  and  to  this  huge  mileage  were  added  (I^^90) 
the  St.  Louis  and  San  Francisco  and  Colorado  Midland 
systems,  which  swelled  the  total  to  9, 327*51  miles^  more  than 
is  operated  by  any  other  railro^^  company  in  the  world. 

The  table  on  p.  561  taken  from  the  report  for  the  year 
ending  June  30tli,  1891,  clearly  shows  the  gradual  gi^owth 
of  the  system  and  its  component  parts.  The  St.  Louis  and 
San  Francisco  system,  1,863  miles,  and  the  Colorado  Mid- 
land Railway,  350  miles,  both  of  which  are  leased,  are  omitted. 

About  one-half  of  these  lines  are  situated  in  the  Eastern 
and  Southern  part  of  Kansas,  where  local  traffic  of  the  first 
magnitude  has  been  gradually  developed ;  but,  as  a  glance 
at  map  4  will  show,  the  Atchison  is  no  longer  merely  a 
local  system.  Its  lines  extend  to  the  Gulf  of  Mexico  and 
Lake  Michigan,  to  the  Gulf  of  California  and  the  Pacific 
Coast,  into  the  Rockies  and  into  the  Sonora.  One  road 
goes  to  Barstow,  Cal.,  to  meet  the  Southern  California  system; 
another  traverses  the  Indian  Territory  and  Texas ;  a  third 
connects  for  San  Francisco  by  the  Southern  Pacific,  which 
it  meets  at  Mojave  ;  a  fourth  goes  to  El  Paso,  where  it  joins 
the  Mexican  Central,  a  road  which  owes  its  origin  to  the 
same  bold  and  enterprising  Bostonians  who  conceived  the 
Atchison,  with  which  it  has  close  traffic  agreements.  Other 
lines  go  to  Denver,  Panhandle  and  St.  Louis,  but  nearly 
all  ultimately  lead  to  the  fine  road  which  runs  from  Kansas 
City  to  Chicago.  Chicago  is  the  principal  terminus  of  the 
system ;  it  is  Chicago  to  which  the  Atchison  has  made  it- 
self tributary,  to  which  it  gives  direct  communication  with 

1    Lines  owned  jointly  are  as  usual  counted  half. 
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the  farms  of  Kansas,  the  fruit  belt  of  California,  the  cattle 
ranches  of  Texas  and  the  Sonora,  the  mining  camps  of  Ne\\r 
Mexico  and  Colorado,  the  cotton  fields  of  Texas  and  Arkansas ; 
it  is  Chicago  to  which  it  carries  the  produce  of  twelve  of 
the  largest  and  most  promising  States  of  the  Union,  Statea 
which  in  the  long  run  may  excel  even  the  great  Northwest, 
over  which  they  have  conspicuous  climatic  advantages.- 

During  the  first  years  after  its  inauguration  the  Atchison 
thrived  and  flourished.  Just  then  the  entire  country  reached 
the  zenith  of  that  remarkable  era  of  prosperity  which  began 
a  few  years  after  the  war  and  culminated  in  a  boom  such 
as  even  the  United  States  had  never  seen  before,  and  in  all 
probability  will  never  see  again.  The  Southwestern  States,, 
and  notably  Kansas,  a  State  to  which  the  Atchison  had 
thus  far  confined  itself,  were  still  more  booming — if  that  was 
possible  —  than  any  other  part ;  the  Atchison,  moreover,  had 
the  field  all  to  itself,  for  in  those  days  the  Missouri  Pacific 
had  not  yet  begun  to  compete  for  local  traffic.  A  result 
of  this  unique  combination  of  favourable  circumstances  was 
that  the  young  line  was  soon  looked  upon  as  one  of  the  most 
promising  properties  in  the  United  States.  In  1880  it  wa& 
able  to  pay  a  dividend  of  8V4  per  cent.,  and  a  year  later  it 
declared  one  of  6  p.c.  in  cash,  and  in  addition  distributed  a 
dividend  of  50  p.c.  in  stock,  which  made  such  a  favourable 
impression  upon  Wall  Street  that  the  quotation  reached 
154V4  per  cent.,  the  highest  ever  recorded.  Although  the 
company  never  returned  to  the  brilliant  position  it  occupied 
nine  years  after  the  completion  of  its  original  main  line, 
its  affairs  remained  in  a  satisfactory  condition  for  some  time 
and  dividends  continued  to  be  paid,  although  by  degi'ees 
they  grew  smaller;  in  1887  they  ceased  altogether,  and  after 
a  while  the  shareholders  awoke  to  the  consciousness  that  both 
the  condition  and  the  prospects  of  their  property  were  far 
from  reassuring. 

As   showing   how  things   altered  within  the  brief  space 
of  six  years  the  following  compilation  is  veiy  instructive : — 
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1883.  1889. 

Mileage 1,820  3,026 

Funded  and  floating  debt $25,887,000  $61,498,000 

Net  earnings $7,369,130  $4,886,000 

Net  earnings  per  mile $4,030  $1,610 

Working  expenditure  p.c 47*8  p.c.  69*5  p.c. 

Interest  and  coupons $1,553,000  $3,279,000 

Dividends  paid $3,414,000  $375,000 

Passenger  rate 2.92c.  2.42c. 

Freight  rate 1.99c.  1.28c. 

This  comparison  shows  how  great  a  change  for  the  worse 
occurred  between  1883  and  1889.  The  falling  off  of  net 
earnings  to  the  extent  of  more  than  55  per  cent.,  and  that 
in  the  face  of  an  increase  of  mileage  amounting  to  66  per 
cent.,  is  undoubtedly  one  of  the  most  remarkable  instances 
of  the  decline  of  business  to  be  found  in  the  annals  of 
American  railroads ;  the  growth  of  fixed  charges,  the  increase 
of  working  expenditure  from  the  phenomenally  low  figure 
of  47*8  per  cent,  to  the  high  level  of  69*5,  and  the  decline 
in  net  earnings  per  mile  are  equally  startling.  Within  six 
years  a  most  prosperous  property  had  become  an  utter  wreck, 
burdened  with  debt,  and  not  able  to  pay  a  dividend. 

To  a  considerable  extent,  the  altered  conditions  of  busi- 
ness were  responsible  for  these  distressing  changes.  A 
vigourous  competition  had  sprung  up  during  those  six  years; 
the  Missouri  Pacific  had  been  extending  its  lines  in  Kansas, 
and,  moreover,  years  of  dulness,  depression  and  crop  failui'es 
succeeded  the  prosperity  of  the  early  eighties ;  and  conse- 
quently the  numerous  lines  constructed  during  the  craze 
which  reached  its  height  in  1882  failed  to  obtain  the  busi- 
ness in  anticipation  whereof  they  were  built.  In  addition 
there  was  a  destructive  rate  war,  resulting  in  the  lowest 
tariffs  that  had  ever  existed  up  to  that  time,  rates  being 
almost  40  per  cent,  below  the  average  of  1883,  and  thus  the 
decline  of  the  company's  prosperity  was  in  no  small  measure 
due  to  matters  beyond  the  control  of  those  to  whom  the 
management  of  the  property  had  been  entrusted.  But  however 

36* 
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much  allowance  should  be  made  for  this  it  cannot  possibly 
be  asserted  that  the  change  for  the  worse  was  due  to 
extraneous  conditions  alone;  those  in  power  had  by  a  wrong 
poUcy  contributed  as  much  to  the  decay  of  the  railway 
as  commercial  depression  and  competition,  and  perhaps 
even  more. 

The  principal  cause  of  the  breakdown  of  the  company 
must  be  sought  in  indiscriminate  extension.  Up  to  the 
time  when  it  reached  the  zenith  of  its  prosperity  the  Atchi- 
son had  been  satisfied  with  carrjdng  the  produce  of  Kansas 
to  Kansas  City,  where  it  connected  with  several  roads 
leading  to  Chicago,  and  these  gave  large  amounts  of  freight 
in  exchange  for  the  traffic  they  received.  But,  not  unlike  some 
individuals  who  become  well-to-do,  then  embark  in  large  enter- 
prises to  increase  their  wealth,  and  finally  lose  all  they  have,  the 
Atchison  began  to  yearn  after  still  greater  prosperity,  and  from 
that  moment  its  fortunes  waned.  The  construction  of  local 
lines  was  conducted  with  too  much  haste;  but  this  error 
was  not  so  grave  as  that  committed  when  the  company 
resolved  to  build  the  Chicago,  Santa  Fe  and  California  RR.  in 
order  to  give  the  system  direct  connection  with  the  capital 
of  the  West.  By  going  to  Chicago  the  Atchison  made 
enemies  of  all  its  former  friends,  who,  as  happens  so  often 
in  the  case  of  extensions,  became  its  opponents  the  day 
the  new  line  was  opened.  Instead  of  sending  large  volumes 
of  freight  over  the  Atchison's  Kansas  Unes,  as  they  did 
before,  the  roads  between  Kansas  City  and  Chicago  at  once 
withdrew  theu^  support  and  forwarded  their  goods  by  the 
Atchison's  rivals  who  did  not  compete  with  them  in  Chicago 
business,  notably  over  the  Missouri  Pacific,  which  as  is  well 
known  parallels  many  of  the  Atchison's  lines  in  Kansas. 

The  effects  of  this  animosity  were  of  course  most  acutely 
felt  by  the  Atchison,  although  the  hostility  has  by  this  time 
disappeared  to  a  veiy  great  extent.  As  long  as  competition 
is  bran  new,  opposition  is  the  order  of  the  day ;  but  after  a 
while  it  becomes  an  accepted  fact,  the  new  rival  establishes 
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himself  and  his  business,  the  hatchet  is  buried,  the  warpath 
left,  and  the  old  affair  forgotten 

The  policy  of  extension,  apart  from  increasing  the  com- 
pany's debt— a  matter  to  which  we  return  below — therefore 
had  the  effect  of  curtailing  its  earning  power  for  the  time 
being.  It  would  be  interesting  to  know  whether  the  people 
who  then  led  the  road's  destinies  foresaw  these  inevitable 
consequences  of  the  completion  of  the  Chicago  extension  If 
they  did  they  must  have  considered  this  loss  triflmg  in  com- 
parison with  the  benefits  bound  to  result  from  an  enterprise 
which  completed  a  grandly  conceived  scheme — the  scheme  to 
I'ender  the  Atchison  not  only  the  biggest  railroad  system  in 
the  United  States,  to  add  to  the  local  network  of  Kansas 
a  number  of  long  and  important  lines  leading  to  various  and 
distant  parts  of  the  country,  but  also  to  create  a  railroad 
which,  having  its  own  local  sphere  and  its  own  through 
lines,  would  be  absolutely  independent  of  the  goodwill  of  any 
other  road.  Although  nothing  seems  to  be  known  of  any 
sach  definite  plan,  a  glance  at  a  map  of  the  system  seems 
to  justify  the  assumption  that  it  existed,  for  through  all 
these  extensions,  completed  in  the  course  of  but  ten  years, 
we  clearly  perceive  one  great  pui'pose  —  the  intention  to 
make  the  Atchison  the  great  connecting  link  between  Mexico, 
Southern  California,  the  Rockies  and  the  entire  Southwest  on 
the  one  hand,  and  Kansas  City,  St.  Louis,  and  Chicago  on 
the  other.  It  is  not  necessary  to  consider  the  rumours  con- 
cerning an  extension  to  San  Francisco,  with  which  the  At- 
chison has  been  repeatedly  credited,  nor  the  alleged  intention 
of  buying  the  D.  and  R.  G.,  which  may,  for  aught  we  know, 
exist  nowhere  except  in  the  brain  of  some  reporter,  though 
it  would  give  the  Atchison  what  would  practically  be  a 
monopoly  of  the  Rocky  Mountain  business ;  ^  even  without 
these  possible  extensions  we  clearly  see  that  the  road  from 
a  purely  local  concern  has  grown  into  one  great  and  homo- 

1    In  1878  the  Atchison  leased  the  D.  &  R.  G.;  but  this  compact  was  terminateil 
by  the  latter  in  1880. 
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geneous  inter-State  system,  and  this  cannot  have  been  done 
without  design — a  design  characterised  by  a  daring  and 
boldness  sure  to  command  our  respect,  as  long  as  we  look 
upon  it  merely  as  a  strategic  operation.  In  justice  to  the 
Atchison  and  the  much-abused  ex-President  Strong  we  must 
not  omit  to  mention  this  bright  feature  of  the  most  remark- 
able railroad  extension  of  all  times.  Whether  from  the 
shareholder's  point  of  view  it  was'  worth  while  to  sacrifice 
prosperity  to  greatness,  whether  the  game  was  worth  the 
candle,  and  whether  the  future  will  compensate  for  the 
sacrifices  of  the  past  and  the  present,  are  points  which  we 
shall  have  to  consider  presently. 

The  mistaken  policy,  the  increase  of  competition  and  the 
unsatisfactory  condition  of  trade  had,  as  the  foregoing  table 
and  the  data  given  on  p.  563  show,  a  most  disastrous  effect 
upon  the  affairs  of  the  company.  From  1883  until  1886 
the  mileage  directly  operated  had  increased  from  1,820  to 
3,026,  and  the  annual  interest  charges  from  $1,553,000  to 
3,279,000.  But  gross  earnings  fell  from  $7,755  per  mile  to 
$3,911,  and  with  reduced  rates  and  increased  operating  expen- 
diture pro  rata  the  net  earnings  per  mile  declined  from  $4,048 
to  $1,034,  so  that  the  net  revenue  of  the  system,  instead  of 
rising  with  the  largely  extended  mileage,  went  down  from 
$7,369,120  in  1883  to  $4,886,000  in  1886;  as  a  result  there 
remained  only  a  very  small  surplus  over  first  charges.  In 
addition  to  a  heavy  capitalisation  there  was  a  large  floating 
debt,  amounting  to  $3,554,340;  and,  moreover,  the  property 
stood  sorely  in  need  of  improvements  of  all  kinds,  to  defray  the 
cost  of  which  there  were  no  funds.  The  financial  condition 
therefore  was  critical,  the  more  because  Mr.  Gould  was 
making  endeavours  to  force  the  property  into  bankruptcy  in 
order  to  gain  control  of  it  in  the  interest  of  his  Missouri 
Pacific ;  and  soon  it  became  evident  that  the  Atchison  would 
entirely  collapse  unless  a  radical  remedy  were  applied. 

Such  a  remedy  was  devised  in  the  shape  of  a  simple  yet 
effective  reorganisation  which  was  given  effect  to  in  the  autumn 
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of  1889.  It  provided  for  the  consolidation  of  the  Atchison  proper 
with  the  axiliary  lines,  and  the  manifold  descriptions  of  old 
bonds  were  exchanged  for  new  4  p.c.  general  mortgage  and 
5  p.c.  income  bonds,  in  such  manner  that  holders  received 
an  amount  of  each  which  would  yield  an  exact  equivalent  of 
their  old  interest  if  the  incomes  earned  their  full  5  p.c.  Of 
both  descriptions  such  an  amount  was  issued  as  would  in 
addition  provide  for  payment  of  the  floating  debt  as  well  as 
leave  funds  required  for  betterments,  etc. 

Before  the  reorganisation  the  capital  and  annual  charges 
of  the  company  were  as  below: 


Bonds  of  Atchison  and  subsidiary  lines 

Kqnipment  lease  warrants 

Contingent  issue  of  Atchison  bonds  in  Chicago. 
Income  bonds 


Total  funded  debt. 


Total  annual  interest 

Less  interest  on  bonds  owned 


Annual  interest... 

Sinking  funds 

Rentals  and  taxes. 


Total  annual  charges. 


Principal. 

$ 

160,786,000 

1,445,660 

775,000 

10,136,000 


173,142,660 


Annual 

interest. 

$ 

9,203,620 
86,740 
88,750 


9,329,110 
253,340 


9,075,770 

359,000 

1,723,000 


11,157,770 
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To   reduce  these   charges   the   following  proposal   was 
made  and  accepted. 


New  4  per  cent  general  mortgage 
bonds  to  be  issued  as  follows : 

To  take  up  existing  mortgage 
and  lien  issues 

For  cash  subscription 

For  reserve 

Reserve  (as  above) 

Add:  Returning  to  treasury 
of  company,  after  floating 
debt  (to  be  provided  for  from 
cash  subn.)  shall  have  been 
paid  and  securities  thereon 
released  and  exchanged 


5,733,450.00 


Total  in  treasury 9,265.250.00 


3,531,800.00 


New  5  per  cent  income  bonds  to 
be  issued  as  follows: 

To  apply  in  taking  up  existing 
mortgage  and  lien  issues.... 

For  cash  subscription 

For  issues  of  income  bonds 
outstanding 

Treasury  balance 


131,766,55000 

12,500,000  00 

5,733,450.00 


$ 


150,000,000.00    ! 


Treasury  balance  as  above  . 

Add:  Returning  to  treasury 
of  company,  after  floating 
debt  (to  be  provided  for  from 
cash  subscriptions)  shall  < 
have  been  paid  and  securi- 
ties thereon  released  and 
exchanged 


454,925  70 


73,602,160.00 
1,250,000.00 

4,692,914.30 
454,92570 


Total  in  treasury. 


1,301,760.00 


80,000,000.00 


1,756,685.70 


This  plan  reduced  first  charges  to  but  $7,352,390,  speci- 
fied as  follows : 
Interest  on  net  amount  4  p.c.  bonds  issued 

($140,734,750)    .  .  $5,629,390 
Rentals  and  taxes,  as  above 1,723,000 

$7,352-000 
Note. — Owing  to  the  conversion  of  the  incomes  into  4  p  c. 
second  mortgage  bonds  these  charges  have  of  course  increased, 
for  which  reason  another  table  is  given  on  p.  574. 
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The  above  statement  shows  that  $12,500,000  4  p.c. 
mortgage  bonds  and  $1,250,000  income  bonds  were  offered 
for  cash  subscription.  They  were  sold  at  80,  and  subscribers 
to  the  mortgage  bonds  received  10  p.c.  in  income  bonds  as 
a  bonus.  The  company  therefore  received  for  this  issue 
$10,000,000  cash,  $5,000,000  of  which  were  to  be  devoted 
to  betterments  and  the  purchase  of  additional  equipment, 
while  $3,554,340  served  to  redeem  the  floating  debt  and 
$1,445,660  to  retire  outstanding  equipment  warrants.  As 
will  be  seen  from  the  statement  of  funded  debt  given  on 
p.  574  but  $130,324,000  of  the  general  mortgage  has 
been  issued,  the  remainder  being  reserved  for  treatment  of 
the  guarantee  fund  notes  and  other  securities  in  course  of 
conversion. 

In  most  respects  this  reorganisation  was  a  complete  suc- 
cess. Some  stockholders  objected  to  the  issue  of  new  bonds 
to  an  amount  which  removed  the  possibility  of  dividends  to 
an  appreciable  extent ;  but  as  this  was  counterbalanced  by 
the  circumstance  that  no  assessments  were  levied  on  the 
stock  the  method  adopted  also  had  its  advantages.  It  w^as 
necessary  to  provide  new  capital,  and  this  could  only  be 
done  by  either  increasing  the  funded  debt  or  by  asking 
the  shareholders  for  cash  assessments  From  a  theoretical 
point  of  view  it  would  have  been  better  if  the  manage- 
ment had  seen  its  way  to  keep  the  funded  debt  at  the 
lowest  possible  point  and  let  the  shareholders  provide  the 
requisite  funds :  but  it  is  questionable  whether  the  share- 
holders really  would  have  preferred  this  method  above  the 
one  now  adopted. 

The  reorganisation,  however,  failed  in  one  particular:  it 
made  no  provision  for  the  immediate  and  future  requirements 
for  improvements  always  existing  in  the  case  of  systems 
which  have  not  yet  attained  maturity.  This  want  became 
more  keenly  felt  as  time  went  on  ;  the  company  was  compelled 
to  spend  vast  sums  on  betterments  out  of  earnings,  and  this 
policy  resulted  in  the  abnormal  proportion  of  operating  ex- 
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penditure  which  attracted  such  general  attention.  It  was 
therefore  necessary  to  amend  the  reorganisation,  and  con- 
sequently proposals  were  made  in  June,  1892,  to  convert 
the  income  bonds  into  second  mortgage  bonds  bearing  a 
fixed  interest.  The  broad  fentures  of  this  conversion  were 
that  holders  of  income  bonds  were  asked  to  exchange  their 
securities  for  second  mortgage  bonds  bearing  2^^  p.c.  in- 
terest from  July,  1892,  until  October  1,  1893;  3  p.c.  until 
Oct.  1^*,  1894;  3^  p.c.  for  the  year  expiring  October  1895^ 
and  4  p.c  thereafter,  and  that  $  20,000,000  additional 
4  p.c.  bonds  should  be  issued  to  pay  for  betterments.  ^  The 
disadvantage  arising  out  of  this  conversion  is  that  the  hol- 
ders of  Incomes  see  their  maximum  interest  reduced  to  the 
extent  of  one  per  cent.;  the  advantage  consists  in  the  fact 
that  the  bonds  will  now  bear  a  fixed  interest  which  cannot 
be  interfered  with,  no  matter  what  betterments  are  required, 
whereas  otherwise  the  necessity  of  constant  improvements 
on  a  vast  scale  might  have  kept  down  the  annual  distri- 
bution among  income  bondholders  for  an  indefinite  period; 
the  proposal  was  therefore  reasonable.  Further  betterments 
are  to  be  paid  for  out  of  the  proceeds  from  an  issue  of 
additional  second  mortgage  bonds  (termed  'B'  bonds,  as 
distinct  from  the  'A'  bonds  which  replace  the  old  incomes) 
which  will  at  once  bear  4  p.c.  interest.  Of  these  bonds 
the  company  can  issue  $5,000,000  annually  for  four  years 
and  reserves  the  right  to  issue  $2,500,000  per  annum 
thereafter,  all  proceeds  to  be  applied,  however,  to  better- 
ments on  existing  lines  and  rolling  stock.    Both  the  "  A '' 

^  The  subjoined  statement  and  the  comments  made  theron  by  The  Times  of 
May  23rd,  1892,  are  of  interest. 

"We  have  received  the  subjoined  communication  from  a  Boston  (United  States) 
correspondent  to-day  regarding  the  proposed  scheme  of  reorganization  of  the 
Atchison,  Topeka  and  Santa  F6  Railroad.  It  will  be  seen  that  the  Income 
bondholders  are  to  have  their  interest  seriously  reduced,  and  that  no  sacrifice 
whatever  is  to  be  made  by  the  common  stockholders.  This  was  to  be  expected, 
as  the  bulk  of  the  Income  bonds  are  held  here,  and  the  holders  are  supposed 
to  be  quite  defenceless  against  such  high-handed  treatment.  If  money  is  wanted 
for  the  legitimate  development  of  the  line  the  proper  course  to  adopt  is  to  pay  the 
Income  bonds   a  full  dividend  not  in  cash  but  in  common  stock  for  a  year  or 
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and  "B"  bonds  havp  a  second  mortgage  upon  the  entire 
property,  subject,  however,  to  the  rights  of  the  guarantee 
fund  notes. 

two,  and  use  the  sum  due  to  them  for  the  improvements  contemplated.  It  is 
not  just  that  after  the  cruel  sacrifices  forced  on  the  holders  of  the  old  mortgage 
bonds  in  1889  they  should  now  be  asked  to  accept  a  further  reduction  of  tiie 
miserable  revenue  promised  them,  and  all  for  th«  future  benefit  of  the  common 
shareholders,  who.  if  equity  had  been  observed,  have  been  wiped  out  in  1889 
unless  they  paid  assessment:" 

The  Boston  News  Bureau  publishes  the  foUowins  :— 

"Vice-President  Reinhart.  of  the  Atchison  Topeka  and  Santa  Fe  Company, 
gives  the  following  ofllcial  preliminary  announcement:—  The  Atchison  plan  of 
conversion  contained  in  circular  No.  68,  which  will  be  published  in  full  on  May 
25,  is  the  completion  of  the  reorganisation  plan  put  in  effect  in  October,  1889, 
and  returns  the  obligations  of  the  company,  including  its  income  bonds  and 
capital  stock,  to  a  fixed  and  stable  basis.  The  necessity  of  the  reorganisation 
of  the  Atchison  Company  in  1889  arose  from  the  fact  that  the  net  earnings  of 
the  company  for  the  year  ended  June  30,  1889,  were  but  $6,772,000,  owing  largely 
to  the  loss  of  credit  brought  about  by  a  floating  debt  of  $12,000,000,  and  no  cash 
in  haii^  or  means  of  procuring  the  same.  To  place  the  property  in  such  condition 
that '  the  road  could  be  operated  to  produce  the  best  results,  the  income  bond 
created  under  the  reorganisation  was  a  temporary  expedient,  and  was  an  obli- 
gation which  was  made  so  elastic  as  to  permit  the  management  of  the  company 
to  use  all  of  the  cash  above  the  obligatory  fixed  chargesof  the  company,  should 
occasion  so  require.  After  an  experience  of  three  years  with  the  money  so 
provided,  as  well  as  the  cash  produced  under  the  reorganisation,  the  company 
reaches  a  point  where  the  net  earnings  for  the  current  fiscal  year  to  June  30 
will  not.be  less  than  $11,700,000.  which  includes  earnings  from  railway  operations 
as  well  as  net  cash  results  from  investments.  This,  amount  of  net  earnings  has 
grown  steadily  since  the  successful  outcome  ofthe  reorganisation,  thus  rendering 
substantial  proof  that,  with  ample  means  at  the  command  of  the  company,  not 
alone  should  the  net  earnings  be  made  to  increase,  but  that  the  holders  of  all 
clashes  of  obligations  of  the  company,  including  the  capital  stock,  can  know 
hereafter  precisely  what  the  operations  of  the  company  are,  as  well  as  the 
intrinsic  worth  of  their  securities. 

"  The  income  bondholder  in  the  converbion  will  obtain  a  security  which  will 
return  a  fixed  interest  of  knowj  amount  not  subject  to  violent  fluctuations  of 
the  market,  in  the  absence  of  knowledge  during  the  entire  year  as  to  how  much 
his  obligation  will  be  declared  entitled  to. 

«  The  stockholder  will  know  that  he  is  entitled  to  all  the  money  produced  by 
the  company  from  its  railroad  operations  and  other  sources  over  and  above  its 
known  fixed  charges. 

"  The  plan  provides  for  the  creation  of  a  second  mortgage,  under  which  there 

will  be  issued  at  once  $80,000000  of  bonds,  termed  Class  A,  with  graded  interest 

beginning  July  1,  1892,  at  2>^  per  cent,  for  the  first  15  months,  3  per  cent,  for 

the  year  beginning  October  1,  1893,  31/2   per  cent,  for  the  year  beginning  October 

,   1894,  and  4  per  cent,  for  the  year  beginning  October  1,  1895,  and  thereafter; 

also  for  $20,000,000  bonds  issued    under    the  same  indenture,  termed  Class  B, 

carrying  interest  beginning  with  July  1,  1892.  at  4  per  cent,  per  annum,  under 

which  no  greater  amount    than  $5,000,000  in  any  one  year  can  be  issued,  the 

roceeds  of  which  will  apply,  specifically  and  only,  to  improvements,  includine: 

equipment  on  the   existing   mileage  of  the  Atchison,  Topeka  and  Santa  F6 

Railroad  system,  as  it  is  described  in  circular  63. 
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The  advantages  of  this  new  arrangement  were  soon  gene- 
rally recognised,  the  only  objections  raised  against  it  being 
those  of  stockholders  who  took  exception  on  the  same  gi'ounds 
as  those  on  which  they  opposed  the  reorganisation.  Under 
the  new  scheme  the  debt  charges  of  the  Atchison  amount 
to  $10,200,000  for  18i'2-3;  for  1893-4  they  are  $10,700,000, 
for  1894-5  to  $11,300,000,  and  for  1895-6  $ll,700,0U0. 
These   charges  are   decidedly   below   the   earning   capacity 


"It  is  also  provided  that,  if  the  improvements  do  not  call  for  the  issue  of 
$5,000,000  of  these  bonds  in  any  one  year,  the  excess  amount  of  such  proceeds 
can  be  applied  in  the  year  next  following ;  but  in  no  one  year  to  more  than  the 
proceeds  of  $5,000,000. 

*  At  the  expiration  of  four  years  Classes  A  and  B  become  identically  the 
same  bond  issue.    Coupons  under  these  bonds  are  payable  semi-annually. 

"The  right  is  reserved  to  the  company  in  the  second  mortgage,  after  the 
expiration  of  the  four  years  and  three  months,  to  issue  in  any  one  year  not 
more  than  $2,500,000  of  four  per  cent,  second  mortgage  bonds  for  the  same 
specific  purposes  up  to  a  limit  of  $50,000,000,  but  the  proceeds  not  to  apply, 
however,  to  the  extension  in  any  direction  of  the  company's  lines. 

"The  outside  amounts  of  the  fixed  charges  of  the  company  in  the  four  years 
beginning  with  July,  1892,  will  be  as  follows:— For  the  first  year,  $10,200,000; 
for  the  the  third  year,  $11,300,000;  for  the  fourth  year,  $11,900,000.  As  before 
stated,  the  net  earnings  for  the  current  year  ending  June  30.  1892,  are  not  less 
than  $11,700,000.  The  position  of  the  company,  with  ample  and  stated  means 
provided  for  improvements,  can  be  readily  seen.  Improvements  refe red  to  inclu'Ie 
equipment.  The  first  Car  Trust  for  over  $2,500,000,  covering  cars  purchased  in 
1890  and  1891  for  the  company,  has  been  cancelled,  and  property  covered  by  the 
the  same  placed  under  the  liens  of  the  general  and  second  mortgage.  The  Second 
Car  Trust,  upon  which  the  company  is  at  present  issuing  $2,500,000  of  bonds 
will  be  provided  for  out  of  the  second  moitgage  bonds  Class  B  to  be  issued  in 
th^  next  four  years. 

"  The  value  of  new  property  placed  under  lien,  including  the  equipment  since  the 
date  of  reorganisation  of  the  company.  October  15, 1889,  approximates  810,(0001.0 
which  is  $5,00l>,000  more  than  that  provided  from  the  $5,000,000  cash  fund  pro- 
duced in  the  reorganisation. 

"In  the  Atchison  Company's  accounts  it  has  been  the  custom  to  include  in 
operating  expenses  items  strictly  improvements  in  the  form  of  renewals  of 
absolutely  new  material  and  structures  replacing  those  of  lower  production. 
This  class  of  construction  and  machinery  will  also  be  covered  with  the  proceeds 
from  the  Class  B  second  mortgage  bonds,  thus  tending  to  a  reduction  of  the 
operating  expenses,  as  has  been  demonstrated ;  also  operating  expenses  are  natur- 
ally decreased  by  improved  condition  of  the  plant,  so  that  with  the  experience 
the  management  has  had  it  feels  entirely  safe  in  returning  the  company  and  ♦ 
its  obligations  to  a  permanent  basis  which  the  management  has  always  had  in 
contemplation  from  the  time  when  necessity  for  the  reorganisation  arose. 

"The  first  issue  of  Class  B  bonds  will  be  offered  to  present  income  bondholders, 
and  the  subscription  has  been  underwritten.  Two-and-a-half  per  cent,  interest* 
payable  September  1,  has  been  declared  on  income  bon  I  coupons  for  the  current 
year  to  June  30." 
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of  the  property.  As  will  be  seen  from  the  subjoined  state- 
ments the  business  of  1890-91  left  an  available  revenue  of 
§10,390,702,  and  this  in  spite  of  the  fact  that  Southwestern 
crops,  upon  which  so  much  depends,  were  far  from  good, 
while  operating  expenses  ran  very  high  because  they  included 
many  betterments  which  henceforth  will  be  charged  to  capital. 
If,  therefore,  the  conversion  imposes  no  heavier  burdens  than 
could  have  been  borne  in  such  an  indifferent  year  as  1»90, 
it  is  safe  to  predict  that  they  will  hardly  be  felt  in  better 
years  like  1691-92,  when  net  earnings,  as  far  as  announced 
at  the  time  of  writing,  exceed  those  of  last  year  by  more 
than  §l,fi00,C00.  No  doubt  there  will  be  less  prosperous 
years  than  the  one  just  closed,  but  even  then  net  results 
will  hardly  be  worse  than  during  the  last  twelvemonth. 
The  company  being  now  placed  on  a  sound  financial  basis, 
and  freed  from  the  necessity  of  charging  betterments  to  income, 
will  undoubtedly  reap  the  benefits  of  superior  technical  condition 
which  cannot  but  result  in  decreased  expenses;  moreover, 
the  natural  and  rapid  growth  of  the  entu^e  Southwest  must 
cause  the  Atchison's  revenue  to  increase  year  by  year.  One 
of  the  best  features  of  the  Atchison  system  is  that  it  draws 
its  vital  powers  from  States  which  have  just  commenced  to 
develop  themselves,  States  which  have  before  them  the 
brightest  prospects  of  all  in  the  American  Union.  Nobody 
who  has  seen  glorious  Southern  CaUfornia,  who  has  made 
the  acquaintance  of  New  Mexico  and  of  that  wonderful  giant, 
the  Lone  Star  State  —  Texas  —  with  its  immense  possibili- 
ties, and  a  future  that  will  eclipse  the  future  of  all  other 
States;  nobody  who  knows  what  we  may  expect  of  the 
Indian  Territory,  or  what  immense  development  Kansas  is 
capable  of,  or  how  traffic  with  Mexico  is  increasing,  will 
deny  that  the  Atchison  can  within  awonderfully  brief  space 
of  time  reach  its  old  prosperity. 

Below  are  tables  showing  share  capital  and  funded  debt, 
earnings  and  expenses,  revenue  and  expenditure,  and  balance 
sheet: — 
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Staoce  C&ptt&l,  Jane  30  1802. 

Common  Stock 810-2,<l00,0<» 

Tlie  iaaae   o!  175.006,000  vaa  authorised  nnder  the  reorganlsatian ;  giDce  1889 
the  capital   hu  been  Increased  b;  (22,000.000  to  exohnnge  St.  Louis  anil  San 
Fruidico  nharea.  and  agalD  b;t5,333,<IOO,Feqiilred  to  pay  forthe  Colorado  Midland 
■took  piucluwed  In  1891.    Total  sbare  capital  authorised,  tl<»,333,400. 
Funded  Dobt : 


Ba,id!. 

iKMdJOue. 

Aulhortsid.  O^bitund- 
8               8 

Sale     """ 
Mirai. 

iB^ptmt 

I,naa 

Gnarantee  fund  notes 

Chic,  a  L.  first  mortgage... 

at.  Joa.,  St.  L.  &  Bta.  Fe  let 

•  4  p.c.  Sec.  Uorlg.  Cloas  A... 

4    „        ,           „            ,       B.  - 

*)  =  Quoted  in  London 

1SB2 
IStti 

1893 
1915 

198B 
Ann 

10,00a000     9.000,000    6       SKXOOO 
10.0QO     i.500,000,    6         9W™ 
per  mile  ■                 1 

'           8,000,   6             480 

80,000,000   BaOOO,000.   4    ;2.000.0D0 
20ffl0/)00     5,000.000;   4   1    ^OOJWO 
loutatand'2a832/»0        ! 
intereatcbareefi  (189-23) '8,830,480 

Ua;  »  Not. 
Jan.  *  Jul 

Apr.  4:  Oct, 

EABNINGS  AND  EXPENSES. 
!      1891-92 

Millaee  operated .  7,130 

I         Ka-nrngs—  » 

j   Freight 

!    Passenger 

I    Mail 

I   Miscellaneous 

f  Total 

Uaintenance  or  road  and  strucluiea  , 

I   Haintenance  of  equipment 

;    Transportation  and  tratBc  ..... 

I    General  expenses 

Total 


25.303,383 
7,377,995 
895,910 
809.732 
1.551,167 

36,436.186 

23,329,649 
7248,693 
871,549 
769,2)1 
1.444.582 
~33.6^,716 

21.733,153 
6,610.706 
742,916 
764,552 
1,153.027 
31,004357 

4.951,113 
4,064,561 
14,9,'*  485 
1,235773 

5/)74.672 
3399,204 
14,482,150 
1.087,142 

4,842,149 
2,67a736 
I2,334£e6 
1,072,634 

25.2ia933 

24.043.169 

2a920386 

11,227.255 

9,e20.M6 
7142 

10,083,970 
67.48 
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ATCHISON,  TOPEKA  &  SANTA  FE  RAILROAD  CO.  -  CONSOLIDATED 

SYSTEM. 

Inclui»ing  St.  Louis,  Kansas  City  &  Colobado  RR.  Co  ,  amd 
ONK-HALP  Atlantic  &  Pacific  RR.  Co. 

General    Income    Account,    years    ending    June    30th, 


Gross  earnings  from  operations 

Operatmg  and  general  expenses 

Net  earnings 

Deduct — 

Discount  on  net  earnings  of  Sonora  Ry.,  included 
above  in  Mexican  currency^  reducing  same  to  United 
States  currency 

Expenses  Sonora  Ry.,  general 

Loss  from  operating  Las  Vegas  Hot  Springs  property. 

Peducl — 

Payment  to  St.  Louis  &  San  Francisco  Ry.Co-  under 
agreement  of  Oct  5,  1^86 

Add— 

Receipts  from  oiher  sources  : 

Income  from  investments 

Sonora  subsidy,  August,  1890,  to  June  30,  1891.  .  .  . 

Sundry  profits 

Profit  from  Land  Department,  A.  &  P.  RR.  Co. .  .  . 

-    Balance 

Direct  fixed  charge ^ — 

Taxes 

Rental  of  track 

Rental  of  rolling  stock 

Rental  (Mojave  Division  A.  &  P.  RR).  (half)  .... 
Interest  on  bonds — 

A.,  T.  &  S.  F.  RR.  Co.  guarantee  fund  notes  .  .  . 
A ,  T  &  S.  F.RR.  Co.  4p.c.  gen'l  mtg.  b'ds  6,105,054.75 
Less  interest  on  bonds  owned  by  Co...  .     80,769.08 

Chicago  &  St.  Louis  Ry.  Co.  first  mortgage  bonds  . 
St.  Joseph,  St.  Louis  &  Santa  Fe  Ry.  first  mortgage. 

bonds / 

Atlantic  &  Pacific  RR.  Co.4  p.c.  gen'l  mtg.  bonds  (half) 
Atlant.  &Pac.  RR.  Co.  6  p.c  first  mtg.  bonds  [C.D.J(half) 
Atlantic   &  Pacific  RR.  Co.  second  mtg. 

6  p.c.  (half) $167,000.00 

Less  amount  received  on  bonds  owned  .    .     167,000.00 

Sinking  fund  A.  &  P.  RR.  Co.,  (halfj 

Balance  after  obligatory  charges 

Contingent  charges — 

Two  per  cent,  interest  on  income  gold  bonds  for 

year  to  June  30,  1891 

Zgss  Interest  on  bonds  owned  by  Company 

Net  surplus  for  the  year 


1890-91 
$ 

33,663,716. 18 
24,043,169  64 


9,620,546.54 


10.409.98 
13,371.34 
23,613.95 


9.573.151.27 
260,301.61 


9,312.849  66 

351.074  02 

267,893.95 

147,606.58 

3,581  67 


10,083,005  88 

1,240,018.32 
376,18083 
238.798  79 
218,133  00 

420.C0O00 

5.024285  67 

90,000.00 

480  00 

352,080 

85,685.00 


45,000  00 


2,042.344.27 


1,598,816.32 
11,025.72 


454,553.97 


1891-92 

S 

36,438,188 

25,210,933 


11,227,255 
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The  commodity  movement  in  the  fiscal  years  to  June  30,  1890,  and  1891 
shows  that,  while  there  was  a  decrease  in  grain  movement  in  the  year  to  Juno 
30,  1891,  following  the  poor  crop  year  of  1890,  the  tonnage  of  merchandise, 
manufactures,  coal,  lumber,  ores,  etc.,  which  truthfully  indicates  the  prosperity 
of  a  new  country  and  the  substantial  basis  for  the  development  of  the  traffic  of 
a  railway  system,  increased  handsomely  in  the  year  now  reported,  and  this 
illustrates  an  actual  and  healthy  growth  and  prosperity,  not  spasmodic. 


FISCAL  YEARS  TO  JUNE  30. 


1891. 
Tons. 


1890. 
Tons 


Increase. 
Tons. 


Decreuie. 
Tons. 


Products  of  agriculture 1 1,483,279- 11,921,591-3 

Animals  and  products 1,009,829- 1|  1.097,911 '41 

Coal  and  coke 1,914,431-5  1,726,806-6   187,6249 


Ores I   390,0350 

Stone,  etc 586,512-8 

Lumber 727,355  1 


264,778-31  125.2567 
572.712-21  13.800  6 
684,777-9'    4.',577-2 


438,3'2-2 
88,0823 


Manufactures  and  merchandise. 


11,668,780-6  1,454,731-2 


Totals 7,780,223-2,7,723,308  9 


214,049-4 


Net  Incr. 
56,914-3 


Products  of  agriculture  above  noted  include  grain  of  all  descriptions,  cotton, 
etc.,  and  the  entire  movement  for  the  year  to  June  30,  1891,  was,  of  prain  but 
1008  per  cent,  and  of  other  agricultural  products  8-98  per  cent.,  a  total  of  but 
1906  per  cent,  of  the  aggregate  tonnage  hauled.  While  the  products  dependent 
upon  crop  conditions  showed  a  decrease  of  438,312*2  tons,  commodities  not  affected 
by  weather,  but  following  growing  population  and  necessities,  increased  583.308-8 
tons.  The  latter  trafiic  will  steadily  increase;  while,  with  the  promising  large 
hauls  from  products  of  agriculture  for  the  current  year,  the  business  of  your 
lines  should  be  large.  The  fact  also  is  exemplified  from  the  foregoing  that  the 
Atchison  system  of  railroads  is  now  serving  its  patrons  Instead  of  drawing  from 
them  only,  as  formerly,  which  is  bringing  it  nearer  in  character  to  the  large 
Eastern  railway  systems  in  the  older  and  more  settled  parts  of  the  country. 

In  connection  with  freight  trafiic  movement  during  the  year  ended  June  30, 
1891,  it  is  well  to  note  that  the  average  rate  of  freight  shows  an  increase 
over  that  of  the  previous  year  of  37-1,000  of  a  cent  per  ton  per  mile,  and  the 
average  haul  per  ton  an  increase  of  849  miles. 

For  a  line  in  a  new  country  the  Atchison  is  in  a  very- 
satisfactory  condition.  I  went  over  most  of  its  main  roads 
during  the  latter  half  of  1891,  and  found  everywhere  signs 
of  recent  improvements  and  of  careful  and  judicious  man- 
agement. Mr.  Allen  Manvel,  the  president,  has  had  a  good 
school,  for  he  was  traffic  manager  of  the  St.  Paul,  Minne- 
apohs  and  Manitoba  RR.  under  Mr.  James  J.  Hill,  than 
whom  there  is  no  greater  master  of  detail  nor  a  better 
manager   among   American   railroad   presidents.    The  main 
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line  from  Kansas  Citj^  to  Chicago  is  one  of  the  best  in 
the  West,  and  those  in  Kansas  as  well  as  the  St.  Louis 
and  San  Francisco  sj'stem  have  recentlj'-  undergone  exten- 
sive improvements  which  cannot  fail  to  reduce  operating 
expenses.  The  rolhng  stock  is  satisfactory  as  regards 
quality  but  a  tiifle  deficient  in  quantity ;  arrangements  have, 
however,  been  made  for  considerable  additions. 

The  foregoing  tabular  and  other  statements  relate  to  the 
consoUdated  system,  which  includes  all  lines  except  the 
St.  Louis  and  San  Francisco  and  the  Colorado  Midland; 
these  two  are  operated  separately  because  then*  bonded 
debt  has  not  been  assumed  by  the  Atchison,  although  this 
company  owns  their  stock.  A  few  cursorj^  remarks  will 
sujffice  in  the  case  of  all  subsidiary  companies  save  the 
Atlantic  and  Pacific  and  the  two  leased  systems.  Their 
shares  are  almost  exclusively  owned  by  the  .\tchison,  among 
the  assets  of  which  they  figure  (see  balance  sheet)  and  are 
either  held  by  that  company  itself  or  deposited  as  collate- 
ral. The  du-ect  return  is  but  small,  being  only  some 
$785,000  on  stock  and  bonds  with  a  face  value  of 
$138,000,000  which  have  cost  the  company  $68,600,000, 
but  of  course  there  are  indh^ect  gains  to  offset  this  loss, 
although  it  would  be  dijfficult  to  say  to  what  extent. 

The  Gulf,  Colorado  and  Sante  Fe  was  added  to  the  system  in  1886  and  embraces 
all  lines  in  Texas,  1,058  miles.  The  Kansas  City  Belt  Jiailwat/,  but  few  miles  long, 
is  half  owned  by  the  Atchison,  and  provides  the  company  with  terminal  accom- 
modation in  Kansas  City.  ^  The  St.  Louis,  Colorado  and  Kansas  Ci'y  is  a  small 
local  line  near  St.  Louis.  The  Sonora  Railivay  system  lies  in  Mexico  and  Arizona, 
connects  El  Paso  with  Uuyamas  on  the  Gulf  of  California,  and  is  350  miles  long ; 
it  is  endowed  with  a  subsidy  by  the  Mexican  Government,  which  owed  to  it  on 
August  1,  1890,  $1,681,400  in  Mexican  currency,  this  debt  being  gradually  reduced 
by  monthly  payments  of  $30,000.  The  company  opened  its  line  in  1882  a»  d  has 
been  controlled  by  the  Atchison  from  the  time  of  its  construction  The  Sou^he»n 
California  tiy.  owns  475  miles  of  railroad  in  Southern  California,  radiating  from 
Los  Angelos  and  connecting  with  various  points  along  the  coast  and  throughout 
the  fruit  belt  of  Los  Angelos  and  San  Bernardino  counties.  These  districts 
produce  vast  quantities  of  superior  fruit,  which  is  mostly  canned  and  shipped 
in  Cape  Horn  because  railway  rates  are  too  high;  nevertheless  the  fruit  traffic 
of  the  Atchison  giows  uninterruptedly  and  is  capable  of  considerable  development 


1    The  Kansas  City,  Fort  Scott  &  Memphis  and  M.  K.  &  T.   are  part  owners  of 
this  RR. 
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if  it  can  be  conducted  at  a  profit  with  low  rates.  The  Atchison  is  further  in- 
terested in  several  elevators  and  mining  properties,  notably  in  coal  mines  in 
Colorado  and  New  Mexico  which  provide  freight  and  fuel  for  its  Western  lines. 

THE  ATLANTIC  AND  PACIFIC  RR. 

was  chartered  as  early  as  27th  July,  1866.  and,  like  other  Pacific  roads,  received 
from  Congress  land  grants  in  the  same  ratio  to  the  mileage  completed  as  on 
theNorthern  Pacific  — namely.  25,600  acres  for  each  mile  completed  in  Territories 
and  12,800  acres  for  each  mile  completed  in  States. 

Of  this  railroad  only  a  few  miles  were  built  before  it  was  befallen  by  financial 
embarrassments  which  caused  construction  to  be  discontinued.  In  1870  the  com- 
pany amalgamated  with  the  South  Pacific  of  Missouri,  but  the  consolidation  was 
pronounced  illegal  by  the  Courts;  in  1876  both  were  absorbed  by  the  St.  Louis 
and  San  Francisco  RR.  {q.  v )  but  this  company  likewise  lacked  the  funds 
essential  to  continue  the  work,  which  was  started  In  1867  and  not  resumed 
until  the  At.hison  had  become  interested  in  the  scheme.  The  latter  induced 
the  St.  Louis  and  San  Francisco  to  transfer  to  it  one-half  of  its  interest  in  the 
A.  &  P.,  and  this  proposal  being  accepted,  both  companies  in  1880  offered  to  their 
shareholders  SIO  000,000  first  mortgage  bonds  of  the  A.  &  P.  at  par  and  with  a 
bonus  of50  per  cent,  in  income  bonds;  the  companies,  however,  reserving  the  right 
to  cancel  these  bonds  until  40  percent,  was  paid  up,  in  which  case  the  applicants 
could  retain  the  incomes.  This  right  was  taken  advantage  of  in  1881  when 
6  per  cent.  Western  division  bonds  were  offered.  At  that  time  Gould  and  Hun- 
tingdon controlled  the  S.  L.  and  S.  F.,  the  former  to  prevent  the  extension  of 
that  company  into  the  Indian  Territory,  the  latter  to  restrain  the  Atlantic  and 
Pacific,  managed  by  the  S.  L.  and  S.  F.,  from  building  a  line  to  San  Francisco 
which  would  compete  with  his  Southern  Pacific,  which  see.  Both  capitalists 
achieved  their  purpose,  an  understanding  with  the  Atchison  being  arrived  at 
according  to  which  the  line  was  to  be  extended  only  as  far  as  the  Needles, 
whence  the  Southern  Pacific  would  build  a  branch  to  Mojave,  on  the  Southern 
Pacific;  the  A.  &  P.  was  to  obtain  running  powers  over  the  S.  P.  line  to  San 
Francisco.  In  1883  the  road  was  completed  as  far  as  the  Needles,  funds  having 
in  the  meantime  been  obtained  by  issuing  bonds  and  by  borrowing  from  the 
Atchison  and  S.  L.  &  S.  F.  In  1883  the  capital  of  the  company  consisted  of 
$26,080,210  bonds  of  several  descriptions,  mostly  guaranteed  by  the  two  com- 
panies, and  $51,510,300  in  shares;  there  was  also  a  floating  debt  of  some  $3,000,000. 

In  1884  the  company  purchased  from  the  Southern  Pacific  its  branch  from  the 
Needles  to  Mojave  for  $7,271 000,  but  cannot  take  possession  of  the  property 
until  the  bonds  issued  thereon  expire  in  1905.  Until  then  the  A.  &  P  pays 
6  per  cent,  on  the  purchase  price  ($436,266)  by  way  of  rental,  payment  being 
guaranteed  by  the  two  proprietary  companies.  In  1890  the  purchase  of  the 
S.  L.  &  S.  F.  shares  by  the  Atchison  caused  the  A.  &  P.  to  pass  entirely  into 
the  latter's  control;  both  companies  guarantee  25  percent,  of  gross  earnings,  and 
as  operating  expenses  amount  to  well-nigh  100  p.c.  of  gross  receipts  ($3,253,977 
in  1891)  the  lessees  have  to  pay  some  $800,000  by  way  of  annual  rental;  in 
addition  they  are  called  upon  to  can-y  into  effect  their  guarantee  of  the  bonds, 
of  which  many  are  in  possession  of  the  two  companies.  The  capitalisation  now, 
amounts  to  $79,760,300  stock  ($1,478,700  preferred)  and  $38,913,534  bonds;  the  debt 
to  the  Atchison  and  St.  L.  &  S.  F.  companies  amounts  to  $10,841,921,  the  deficit 
for  1891  was  $1,796,509,  and  the  total  deficit  up  to  July  31st,  1891,  $8,874656.  The 
company  received  a  land  grant  of  20,295,296  acres,  of  which  it  has  sold  5,324,181 
acres;  the  proceeds  from  these  sales  are  included  among  earnings. 

It  will  be  seen  from  the  foregoing  that  the  ownership  of  the  A.  &  P.  results 
in  a  considerable  direct  loss  to  the  Atchison,  but  presumably  this  is  more  than 
offset  indirectly  At  Barstow  the  A.  &  P.  connects  with  the  Southern  California, 
which  is  likewise  part  of  the  Atchison,  and  this  system  as  well  as  the 
San  Fianclsco  connection  gives  the  Atchison  a  growing  traffic  at  good  rates 
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which  is  carried  over  long  distances  by  the  controlling  company.  The  A.  *  P. 
lines  are  947  miles  long,  the  main  track  from  Isleta  to  Mojave  covering 835 miles; 
there  is  also  a  road  112  miles  long  in  the  Indian  Territory,  not  connecting  with 
the  main  line  but  with  the  St.  L.  and  S.  F. 

It  was  at  first  intended  to  connect  this  with  the  main  line  to  the  Needles,  but 
owing  to  the  Huntingdon  regime  the  project  wos  dropped. 

THE  ST.  LOUIS  AND  SAN  FRANCISCO  RR. 

The  present  main  line  of  this  company  was  the  Southwestern  line  of  the 
Pacific  RR.  of  Missouri  mentioned  on  p.  592  and  was  therefore  part  of 
the  system  which  gradually  developed  into  the  Missouri  Pacific.  As  is  mentioned 
in  Chap.  XLl  this  Southwestern  branch  was  seized  by  the  State  of  Missouri  in 
consequence  of  the  inability  of  the  Pac.  Ry.  to  repay  an  advance  of  S7,000,000  and 
sold  in  1866.  The  purchasers  pledged  themselves  to  complete  the  main  line,  but 
as  they  were  unable  to  redeem  this  promise  the  property  was  again  sold  in  1868, 
the  buyer  being  the  Souih  Pacific  of  Missouri,  which  in  1870  was  acquired  by  the 
Atlantic  and  Pacific  (see  above).  The  South  Pacific  had  completed  the  line  as 
far  as  Pierce  City,  Mo.,  and  the  Atlantic  and  Pacific  extended  it  to  Vinita  on 
the  Missouri,  Kansas  and  Texas.  The  A.  it  P.  was  a  considerable  system  then, 
although  it  had  scarcely  begun  to  build  the  line  to  the  I'acific  coast  for  which 
it  had  obtained  a  charter;  it  leased  the  Pacific  Ry.  of  Missouri,  but  being  unable 
to  pay  the  rental,  in  1875  the  entire  concein  went  into  the  hands  of  a  receiver, 
and  a  reorganisation  or  rather  dissolution  of  the  company  followed  in  1876.  The 
Pacific  Ry.  of  Mo.  regained  its  independence  and  developed  into  the  Missouri 
Pacific,  and  the  Vinita  lines  became  the  property  of  the  St.  Louis  and  San 
Francisco  RR.  ^ 

Until  1879  the  company  had  no  other  property  than  the  line  from  St.  Louis  to 
Vinita,  but  in  that  year  extension  commenced,  the  company  buying  the  charters 
of  several  railways  on  which  construction  had  not  yet  begun.  Having  done  this 
it  began  to  build  a  line  to  Wichita,  a  town  which  was  being  boomed  just 
then,  1  and  another  connecting  with  the  coal  mines  near  Joplin,  Kan.,  etc.  In 
the  same  year  the  new  Atlantic  and  Pacific  was  organised  (g.  v.)  but  owing  to 
lack  ot  funds  the  project  of  extending  this  line  to  the  Pacific  coast  could  not 
be  carried  out  until  the  Atchison  offered  its  assistance  in  1876,  a  fact  to  which 
reference  has  been  made  in  the  preceding  pages.  In  1882  Gould  and  Huntingdon 
bought  a  majority  of  shares,  the  former  to  prevent  extensions  in  the  Indian 
Territory,  the  latter  to  retain  his  monopoly  of  traflic  with  San  Francisco.  These 
two  gentlemen  having  achieved  their  respective  purposes  they  sold  their  interest, 
and  after  some  time  this  was  acquired  by  the  Atchison,  which  in  1890 purchased 
the  common  and  preferred  stock  ($10,000,000  pref.  and  $35,500,000  common)  and 
issued  $27,000,000  of  its  own  stock  instead.  There  were  also  $4,500,000  first  pre- 
ferred S.  L.  and  S.  F.  shares  which  were  exchanged  into  4  p.  c.  general  mortgage 
bonds  guaranteed  by  the  Atchison.  These  bonds  were  part  of  the  issue  of 
^50.000000  authorised  in  1890;  $36,077,500  are  reserved  to  retire  older  descriptions 
as  they  fall  due,  and  the  residue  of  $13,922,500  is  reserved  for  exchange  of  the 
first  preferred  stock  ($4,500,000)  for  retirement  of  Atlantic  and  Pacific  second  sixes 
($2,800.00^)  and  for  betterments  ($6,622,000).  These  bettermeiits  were  urgently 
wanted,  the  company  being,  before  the  issue  of  this  general  mortgage,  compelled 
to  pay  out  of  earnings  for  betterments  which  it  could  not  do  without. 

Subjoined  are  the  customary  tables,  showing  earnings,  expenses,  income 
account  and  balance  sheet  ,•  statement  of  funded  debt  and  share  capital  is  in- 
cluded in  the  balance  sheet,  and  fixed  charges  are  shown  on  income  account. 
The  year  1891  closed  with  an  apparent  deficit  of  $99,344,  and  in  addition  there 
was  a  loss  on  the  A.  &  P.   RR.  amounting  to  $650,129  in  1890-91,  thus  making 


1  See  Chap  XXXIX. 
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the  St.  L.  &  S.  F.  total  deficit  $749,473.  As  $774,258  of  the  expenditures  stated 
in  the  income  account  are  to  be  provided  for,  however,  from  sales  of  general 
mortgage  bonds,  the  result  for  1890-91  is  a  surplus  of  $24,785. 

In  1891  the  company  carried  2,133.000  tons  of  freight,  or  455.500,000  tons. over 
a  distance  of  one  mile.  The  average  distance  carried  was  213*55  miles,  and  the 
average  rate  reached  as  high  a  figure  as  1.278  cents.  As  regards  passenger 
traffic,  75  88  million  passengers  were  carried  one  mile.  The  average  distance 
travelled  was  5091  miles,  the  rate  2.415  cents.  Of  the  total  of  2,133,000  tons  of 
freight  carried  122,006  tons  consisted  of  grain,  162,000  tons  of  other  agricultural 
produce,  including  tobacco  and  cotton,  198,000  tons  were  products  of  animals, 
848,008  tons  were  products  of  mines,  chiefly  bituminous  coal,  275,000  tons  lumber, 
and  the  rest  consisted  of  merchandise,  manufactures,  etc. 

The  lines  are  at  present  in  a  satisfactory  condition'.throughout,  andwhen  travel- 
ling along  them  one  sees  that  numerous  extensive  improvements  have  been 
carried  out  recently.  While  I  was  in  Missouri  I  was  told  that  the  'Frisco line' 
is  to  a  certain  extent  farmed  by  the  Atchison,  and  no  doubt  it  is  of  importance 
to  this  company  whether  the  Atchison  has  a  large  traflSc  to  the  Northeast  or 
not.  For,  if  the  main  system -is  kept  busy,  as  it  was  in  1891-92,  a  considerable 
amount  of  traffic  is  thrown  upon  the  S.  L.  &  S.  F.,  while  in  bad  years  the  reverse 
may  be  the  case  to  a  small  extent,  because  if  it  chooses  to  do  so  the  Atchison 
can  draw  traffic  from  the  Southwestern  'business  end'  of  the  '  Frisco  line ' 
and  throw  it  upon  its  own  route. 


Income  Acxount  for  the  Years  ending  June  30th j  1891  and  1892, 


To  Operating  and  general  expenses 

„  Taxes 

„   Improvements.   .   .  .  • 

„   Interest  on  bonds 

„   Interest  on  bonds  as  rentals.   . 


Other  interest  and  discount.  .  . 

Sinking  funds 

Rental  of  tracks  and  terminals. 
Rental  of  locomotives  and  cars . 
Equipment 


To  Balance 


By  Gross  earnings 

,    Other  income. 

Balance 


1892. 

$ 

4,013,184  00 


>> 

a 
B 


O) 


1891. 
$ 
3,840858. 
181,612 
198,038. 
1.761 208 
229,875 

239,395 
187,234 
132,966. 

2,848. 
146.740 


56 
06 
88' 
33 
00' 

60 
18 
64 
34 
74 


6,920,778.281 


7.053,228.00. 


99,344. 

6,748,508^ 

72.926 

99,344 


14; 

08 
06, 
14 


6,920,778.28 


564 
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Memorandum  of  Income  Account  (Including  St,  L,  i&S.F.  Ry. 
CoJs  Operations  and  Charges)  for  the  Year  ending  June  BOth,  1891. 


1891. 
June  30.  Deficit  St.  L.  &  S.  F.  Ry.  Co.  for  the  year 

as  above   

Add  Advances  to  Atlantic  &  Pacific  RR.  Co.,   as 
follows : 

Acconnt  its  4  p.c.  guaranteed  bonds  interest 

„  „  second  mtg.  6  p.c.       „  „     one-half. 

„  „  Cent.  div.  first  mtg.    „  „  „ 

„  „  Mojave  division  rental  „ 

„  „  West  div.  taxes  „ 

„  „  W.  D.  second  mtg.  bond,  S.  F.  „ 

„  „  Cent.  div.  operating  deficiency         „ 

Total  deficit  St.  L.  &  S.  F.  Ry.  Co 

Included  in  charges  against  St.  L.  &  S.  F.  RR.  Co. 
Income  Account  are  the  following  items,  which 
will  be  provided  for  Out  op  Capital  furnished  by 
the  issue  ot  new  consolidated  mortgage  bonds* 
or  thereby  eliminated,  viz. : — 

Improvements 

Interest  and  discount 

Sinking  funds 

Equipment 

Rental  of  locomotives  and  cars 


S 


121,950.86 
'  *168,000.(X) 
!  135,730.00 
218.133.00 
50,000.00 
45,000  00 
11,305  77 


198,038.8:3 
239,395  60 
187,234  18 
146.740.74 
2,848. 34 


Total  .  . 
Deduct  Total  deficit  shown  above. 


Remains  above  all  charges 


S 
99.344  14 


650,128.63 
749.472  77 


774,257  69 
749.472.77 


24,784  92 


*  The  acquisition  of  these  bonds  by  the  St.  L.  &  S.  F.  Ry.  Co.  reduces  this 
annual  charge. 

t  The  refunding  of  these  6  p.c.  bonds  by  the  Atlantic  &  Pacific  RR.  Co.,  to 
be  efl'ected  Nov.  1,  1891,  through  substitution  of  its  guaranteed  4s,  will  reduce 
this  annual  charge. 
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General  Balance  SJieet,  June  30th,  189L 


Franchises   and  property 


Roads   of    auxiliary  companies  under  trust 

mortgage  of  1887 

Additional  during  year  ending  June  30, 1891. 

Lebanon  Road  (St.  Louis  &  Western  Ry).  . 

I  Property    of    leased  lines    represented    by 
i         tlieir  mortgage  bond  issues,  contra  .  .  . 

j         Besources: 

Cash    on  hand    at   Boston,  St.  Louis,  and 

New  York 

Due  from  station    agents    and   conductors, 

I         and  other  sources 

Due  from  other  railroad  companies 

!  Bills  receivable 

I  Sundry  open  accounts,  including  that  against 

I         Atlantic  &  Pacific  RR.  Co 

;  Materials  and  supplies  on  hand 

I  Stocks  and  bonds  of  other  companies  owned, 
I  including  those  of  Atlantic  &  Pacific  RR. 
I  Co.  an  I  of  auxiliary  and  proprietary 
roads,  held  in  treasury  or  deposited  as 
collateral  security  for  floating  debt  or 
issues  of  trust  mortgage  bonds  of  this 
company 


Cost  of  above  as  standing  on  books. 

This  company's  'A'  bonds 

Less  due  for  scrip 


Capital  stock  (common)  in  treasury    .... 

Lands   in  New  Mexico  and  Arizona  owned, 

cost  of 

Lard  Department  Assets: 

Lands,  town  lots,  contracts  for  sale  of  lands, 
etc 


S 


1,562677.43 
1,025  90 


537,567.18 

158,979  20 
39,789.29 


3,183,314.19 

1,468,061.16 
204,323.64 


49,616.076  00 


800.00 
606.84 


493,048  71 


57,314.359.46 

1,563.703.33 
30,000.00 


58,908.062.79 
4,482000  00 


733,335  67 


4,855.698.99 


2,262,007.63 

193.16 
23,640,700.00 

910,938.59 


95,795.936  &3 


1  Includes  amount  of  cancelled  bonds  erroneously  credited  franchises  and  pro 
perty  account  prior  to  June  30,  1890. 
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General  Balance  Sheet,  June  30th,  1891. 


Bonded  Indebttdiiii 


',  Flrat  mort^Bge  trtu>i  S' 
■  Kquiyment  Vi  of  IMaO. 
'  EqalpmenX  ffa  ot  ItfiM 
'  Ueneral  mortenBe  ffa . 
!  Qeneral  moneaee  Sta . 
I  8t.  LoulB,  V"  ■         '  ~ 


I     ^,600,000.00     I 

I     10,000,000.00 

*,500.000  00 


,'  ffs  (formarly  Hecond,  now 
tn  division  first  morteaeeffa.  \ 


ta  A  WeaCera  B;  first  mtg.  6'b. 
CtHliHgent  llonM  Udtbitimii 
Mortgage  bondi  ot  lehsed  lluea: 
Ft  bmitti&\aiiBuieaUndEeCa.firBtints.  6'e. 
£ikiLl,lly&SuiilliweaternRB.Co.  ttrstmtt;.  U'a 
S[  L0U1B.K  &aouHiwfiJi.Uo.  BrstiutB.e'B.  - 
ht    Loub    Sulem  &  ilruBiisiUi   Ry.  Co.  Ilrst 

'  Kansas  Uldland  By  Co,  flratmtg.  4'a 


Intervst  on  Ldd  la  due  . 

AtcUlson   ToiiG^a  &  Ss 

BllJa  patalik 
I  Sundry  open  aceounta 
SLrip    outataudiDg  lor 


'  &  •  C '  bonds  and 
'and  bilis'p'aj'flble 


113,199-70    : 

3,251!,0.'i.S.55 

m»14.I4    I      3,156,709  4 
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ST.  LOUIS  &  SAN  FRANCISCO  RAILWAY  COMPANY. 

Table  showing  Mileage,  Gross  Earnings,  Expenses,  Improve- 
ments and  Taxes,  Net  Revenue,  Percentage  of  Expenses,  and 
Gross  and  Net  Revenue  per  Mile  of  Railway  for  Years  as  under. 


Expenses^ 

1 

Gross 

improve- 

Net 

Percent 

Per  mile. 

VfnvK 

A  verage 

earntngs. 

ments. 

earntngs. 

age   of 

■ 1 

mileage. 

and  taxes. 

ex- 
penses. 

Gross 
earnings. 

Net 

Thousands  of  dollars. 

earntngs. 

S 

% 

$ 

$ 

1877 

327 

1,323 

673 

650 

44  17 

4,048 

1,988 

1878 

327 

1,201 

648 

553 

47-89 

3,674 

1,692     1 

1879 

397 

1,672 

835 

1          836 

43-28 

4,218 

2,110 

1880 

546 

2,698 

1,325 

1,373 

43  12 

4,940 

2,514 

1881 

624 

3,160 

1.582 

1        1,878 

42  25 

5.061 

2,527 

1882 

677 

3,572 

1.591 

1,980 

39  77 

5,279 

2926 

1883 

734 

3.896 

1,823 

2,073 

40-86 

5,305 

2,823 

1884 

786 

,        4,643 

2,135 

2,508 

42-07 

5,906 

3,190 

1885 

815 

1       4383 

1        1,949 

2,433 

41-28 

5,379 

2,986 

1886 

878 

'        4.874 

2,222 

2,652 

42-03 

5,554 

3,022 

1887 

1,095 

6.229 

2,981 

3,247 

42-83 

5,688 

2,965 

1888 

1315 

5,773 

3663 

1        2,109 

58-12 

4,390 

1,604. 

1889 

1,329 

6,052 

3.460 

1        2,592 

53-94 

4,554 

1,950 

1890 

1329 

6394 

3,646 

!        2,747 

54-42 

1      4811 

2067 

1891 

1,329 

1        6,748 

4,2i0 

1        2,527 

56-91 

1      5,077 

1,902 

1892 

1,329 

7,053 

4.013 

1        3.040 

'    56  92 

1      5,314 

2,295 

THE  COLORADO  MIDLAND. 

This  line  was  chartered  in  1883  and  opened  for  traffic  in  October,  1888 ;  it  runs 
from  Colorado  Springs  to  Grand  Junction,  where  it  connects  with  the  D.  &R.Gr. 
Western,  using  the  Denver  and  Rio  Grande  Junction  Ry.  and  several  other  parts 
of  the  D.  &  R.  G.;  the  total  length  of  the  system  is  350  miles,  of  which  267  are  owned. 
The  road  connects  in  Colorado  Springs  with  the  Denver  and  Santa  F6,  that  section 
of  the  Atchison  which  gives  access  to  Denver.  "  The  entire  length  of  this  railroad 
(the  Denver  and  Santa  Fe)  practically  parallels  a  part  of  the  Denver  and  Rio  Grande 
and  had  no  means  of  securing  any  business  from  the  large  resources  of  the 
interior  of  Colorado  except  what  might  be  given  it  by  the  latter.  The  road  in 
this  situation  was  a  drag  on  the  main  stem,  and  in  September,  1890,  to  correct 
this  condition  of  affairs,  and  to  assure  to  the  company  its  proportion  of  the 
general  traffic  of  Colorado,  to  which  it  was  entitled  through  its  investments  in 
this  section,  it  was  determined  to  purchase  outright  the  Colorado  Midland  Rail- 
way extending  from  Colorado  Springs  on  the  Denver  division  through  Aspen, 
Leadvilie,  Ritle  Creek,  and  other  important  centres  of  business  in  Colorado  to 
Grand  Junction,  which  latter  point  communicates  with  the  Rio  Grande  Western 
Railway,  thereby  not  only  drawing  a  large  and  a  remunerative  traffic  to  your 
Denver  division,  but  a  heavy  through  business  to  your  main  line."  ^  The  purchase 
of  the  Colorado  Midland  was  effected  in  September,  1890,  and  included  the  acquisition 
of  its  entire  stock  of  80,000  shares  ($8,000,000)  as  well  as  the  guarantee  of  its  four 
per  cent,  mortgage  bonds.  The  cost  of  the  property,  including  its  capital  stock,  was 


Atchison  annual  report,  1891,  p.  18. 
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$6,4CO,000,  in  adjustment  of  which  $4,405,500  was  paid  in  Atchison  stock 
and  $2,012,510  in  cash.  Upon  the  final  adjustment  the  actual  cost  will  stand 
at  $4;400,000  Atchison  stock,  at  par,  and  about  $1,900,000  in  cash.  There  was  no 
increase  in  the  issue  of  the  company*s  capital  in  obtaining  this  acquisition, 
which  in  the  report  is  justly  called  valuable,  for  during  the  eight  months  ther© 
was  not  only  an  actual  profit,  but  in  addition  a  large  indirect  income  was 
derived  from  the  Rocky  Mountain  traflBc,  which  the  Atchison  thereby  obtained. 
In  1891  the  Midland  was  worked  for  eight  months  only,  and  during  that  time 
the  Atchison  proper  received  from  freight  and  passenger  business  in  exchange 
with  the  Colorado  Midland  $479,000.  The  net  profits  of  this  exchange  of  traffic  are 
stated  to  be  about  $139,000,  or  $62,000  more  than  the  deficit  of  the  Colorado 
Midland,  after  meeting  all  charges  of  every  description  for  the  same  year. 

This  seems  to  imply  that  the  addition  results  in  some  benefit  to  the  system, 
and  no  doubt  the  Midland  would  prove  advantageous  in  a  pronounced  degree  if 
it  received  some  support  from  other  roads.  Unfortunately  the  reverse  is  the  case,  for 
as  soon  as  the  Midland  was  acquired  by  the  Atchison  the  other  roads  connecting 
with  Chicago  preferred  giving  all  their  traflic  to  the  D.  and  R.  G.  to  strengthening 
its  competitor  by  sending  freight  over  its  Colorado  line,  and  the  lines  East  of 
Denver  exclude  the  Colorado  Midlandasfar  as  possible  from  interchange  of  traffic 
with  the  East.  After  a  while  this  phenomenon  will  probably  cease  to  exist,  qs 
it  does  in  all  analogous  cases,  and  in  Denver  it  is  thought  by  no  means  unlikely 
that  the  Atchison  sooner  or  later  will  acquire  the  monopoly  of  the  Rocky 
Mountain  business  by  absorbing  the  D.  and  R.  Gr.,  or  a  greater  share  than  now 
by  extending  the  Midland.  In  addition  there  are  rumours  of  a  new  Atchison  line 
from  Salt  Lake  to  the  Pacific  Coast,  which  would  be  built  either  on  its  own 
account  or  for  joint  account  with  the  Rio  Grande.  If  such  a  project  exists  and 
is  carried  out  the  Atchison  will  become  the  most  important  transcontinental 
railway. 

The  following  statistics  relate  to  the  Colorado-Midland's  business:— 


EARNINGS  AND  EXPENDITURE. 

I  1890-91. 

Earnings —                                                                                                   I  $ 

Freight ,  1,591,926.50 

Passenger I  294,231.52 

Mail 23,093  31 

Express i  34.625.57 

Miscellaneous 24,38963 


Gross  earnings 

Operating  and  general  expenses 


1,968,266.53 
1,386.899.15    i 


Net  earnings ,  581,367.38 

Fixed  charges — 

Rental  of  tracks  and  terminals I  54,46153 

Taxes 76,248.04 

Interest  on  bonds—  i 

First  mortgage 375.000.00 

Consolidated  mortgage I  80,000.00 

Equipment,  first  series 33.833  aS 

series  B 12900.00 

Collateral  trust  notes 19,83333 


Deficiency  after  fixed  charges ,  70,908.85 

Other  charges —  I 

Interest  and  discount 5,916.95 

Total  deficit  for  the  year , 76,82580 
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TRAFFIC  STATISTICS. 
Freight : 

Tons  carried .    .    . 

Tods  carried  one  mile 

Average  distance  carried 

Average  rate  per  mile 

Passengers: 

Number  carried 

Number  carried  one  mile 

Average  distance  travelled 

Average  rate  per  mile 


478,599 
68,734,C00 

129  miles. 
2.579  cents. 

147,789 
8.245,000 

55  7  miles. 
3.569  cents. 


Nearly  70  per  cent,  of  the  total  freights  consisted  of  ores  and  other 
mining  products. 


CHAPTER  XLI. 

THE   MISSOURI   PACIFIC   RAILWAY. 

The  origin  of  this  company  dates  back  as  far  as  1849, 
when  the  Pacific  Railway  Company  of  Missouri  was  char- 
tered. This  corporation  obtained  powers  to  build  a  railway 
from  St.  Louis  to  Kansas  City,  as  well  as  a  branch  pene- 
trating into  the  Southwest  of  Missouri,  and  received  State 
aid  in  the  shape  of  an  advance  of  $7,000,000,  in  addition 
to  a  land  grant  of  some  1,600,000  odd  acres.  Construction 
proceeded  very  slowly,  and  the  road  to  Kansas  City,  283 
miles  long,  was  not  completed  before  1865.  The  branch 
leading  to  the  Southwest  and  part  of  the  land  grant  belong- 
ing thereto  were  confiscated  by  the  State  of  Missouri  in 
1866  because  of  the  non-payment  of  interest  on  the  advance 
of  seven  millions  above  referred  to,  and  in  1868  the  Legis- 
lature passed  a  Compromise  Act,  in  accordance  with  the 
terms  of  which  the  Government  accepted  a  cash  payment  of 
$5,000,000  in  settlement  of  all  its  claims.  The  confiscated 
property  was  sold  to  that  part  of  the  Atlantic  and  Pacific 
RR.  Company  which  is  now  the  St.  Louis  and  San  Fran- 
cisco, but  this  corporation  leased  it  to  its  builder  in  1872. 
Four  years  later,  however,  it  was  sold  in  foreclosure  and 
purchased  by  the  Pacific  RR.  of  Missouri. 

The  Missouri  Pacific  defaulted  in  1875  and  was  sold 
to  C.  K.  Garrison  and  others,  including  Mr.  Gould,  for 
$300,000 ;  a  proceeding  which  led  to  litigation,  it  being 
alleged  that  Mr.  Garrison  c.s.  had  acquired  possession  by 
fraudulent  means,  but  this  could  not  be  proved  before  the 
U.  S.  Supreme  Court.  The  pui'chasers  gave  the  company  its 
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present  name,  assumed  the  first  and  second  mortgages  and  all 
other  liabilities  of  the  old  concern,  with  the  exception  of 
the  third  mortgage  bonds,  and  issued  shares  to  the  amount  of 
$800,000.  In  1880  the  new  corporation  absorbed  a  number 
of  smaller  lines  which  had  hitherto  been  leased  to  it,  and  its 
total  mileage  rose  thereby  to  a  little  over  900  miles;  meantime 
the  share  capital  was  increased  to  $12,419,000,  the  stock  of 
the  absorbed  companies  being  exchanged,  and  their  bonded 
and  other  debt  assumed.  In  1881  the  Mo.  Pac.  became  owner 
of  the  St.  Louis,  Iron  Mountain  and  Southern  RR.,  some  700 
miles  m  length,  and  exchanged  the  shares  of  that  company 
for  its  own  certificates  in  the  ratio  of  four  for  three,  and  in 
addition  the  company  either  dii^ectly  or  indirectly  leased  the 
M.  K.  &  T.,  International  and  Great  Northera,  Texas  and 
Pacific,  and  Wabash  systems,  as  well  as  the  Central  branch 
of  the  Union  Pacific,  these  lines  having  a  total  length  of 
over  9,300  miles.  They  constituted  Gould's  famous  South- 
western system,  and  were  temporarily  combined  by  means 
of  some  of  the  most  disreputable  machinations  and  'deals' 
ever  recorded.  The  Missouri  Pacific  obtained  control  of  all 
these  roads  without  assuming  any  liabilities  whatsoever,  and 
clearly  for  the  purpose  of  manipulating  the  stock  market. 
The  companies  reported  and  kept  then*  earnings  separately, 
but  the  Missouri  Pacific  could  if  it  saw  fit  make  advances 
in  case  any  of  the  leased  lines  earned  less  than  was  neces- 
sary to  pay  its  annual  charges;  if  it  refused,  the  lessors  could 
terminate,  the  lease.  Naturally,  advances  were  only  made 
as  long  as  it  suited  Mr.  Gould's  purposes,  and  this  period 
terminating  in  lbb7,  the  leases  of  the  Wabash  and  Texas 
and  Pacific  were  discontinued  in  that  year.  The  Missouri, 
Kansas  and  Texas  separated  in  1886,  and  the  International 
and  Great  Northern  was  for  three  years  owned  jointly  by 
the  Missouri,  Kansas  and  Texas  and  the  Missouri  PaciC 
but  an  arrangement  was  recently  arrived  at  between  the 
two  companies  in  accordance  with  which  all  its  stock  became 
the  property  of  the  Missouri  Pacific. 
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In  1686  the  Missouri  Pacific  commenced  the  construction 
of  a  number  of  branch  Unes,  most  of  which  are  situated  in 
Kansas,  where  they  compete  mtli  the  Atchison;  the  Saint 
Louis  and  Iron  Mountain  also  extended  its  hues.  Several 
smaller  companies  have  been  acquired  and  branches  constructed 
since,  and  as  a  result  the  system  embraced  on  December  31st, 
1891,  5,289  miles  of  railroad,  specified  below. 

Missouri  Pacific  proper 1,542*4  miles 

Owned  and  leased  branches 1,649' I     „ 

Total  Missouri  Pacific "3,l91~5  •  „ 

Leased  mid  operated: 

St.  Louis,  Iron  Mountain  &  Southern  RR.  .  .  .    1,547*2     „ 

Central  branch  Union  Pacific  RR 388-2     ,, 

Sedali?-,  Warsaw  &  S.  W.  (narrow  gauge)   .  .  .        43*2     „ 
Houston  Central,  Arkansas  &  No 1187     „ 

Total '57288-9     „ 

To  this  has  been  added  in  1892: 

International  and  Great  Northern 825*4     ,, 

Total  length  of  system 6,114  3     „ 

Average  •  mileage  operated  in  1891 5,282*6    „ 

The  lines  directly  operated  by  the  Missouri  Pacific  connect 
St.  Louis  mth  Omaha,  Lincoln  and  other  points  in  Nebraska, 
Pueblo  (communicating  with  Denver  by  the  D.  &  R.  G.) 
and  numerous  pomts  in  Kansas  and  Missouri  (including 
Kansas  City,  St.  Joseph,  Atchison  and  Boonville.)  The  Iron 
Mountain  lines  give  the  Southwestern  capital  communication 
with  points  in  Eastern  Missouri,  Arkansas,  Louisiana  and 
the  Indian  Territory,  and  connect  with  the  Texas  and  Pacific 
(for  El  Paso  and  New  Orleans)  and  with  the  International 
and  Great  Northern  (for  Galveston  on  the  Gulf  and  Laredo 
on  the  Mexican  border.)  The  system  therefore  connects  all 
settled  parts  of  the  Southwest  with  St.  Louis,  where  it  meets 
the  lines  to  the  East ;  in  addition  it  forms  a  junction  at 
Memphis,  Tenn.,  and  Arkansas  City  with  two  main  hues  of 
Gould's  Richmond  Terminal  system,  thereby  obtaining  direct 
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connection  with  Washington.  These  connections  are  valuable 
because,  as  we  have  stated  in  Chap.  XLIII.,  the  way  from 
Texas,  etc.,  to  the  East  does  not  lead  via  St.  Louis,  but 
through  the  Southern  States,  and  their  existence  has  probably 
led  the  concoctors  of  Wall  Street  gossip  to  manufacture 
reports  to  the  effect  that  Mr.  Gould,  to  punish  some  Asso- 
ciation, "intends  to  divert  the  traffic  of  his  entire  Missouri 
Pacific  system  from  St.  Louis  and  to  throw  it  upon  his 
Southern  system."  The  folly  of  such  an  assertion  must  be 
at  once  apparent  from  a  cursory  glance  at  a  map.  The 
only  outlet  for  the  Kansas  traffic  of  the  Missouri  Pacific 
is  St.  Louis,  and  if  Mr.  Gould  could  give  this  traffic  to  his 
Richmond  Terminal  system  he  might  have  done  so  long  ago. 
But  as  far  as  Arkansas  is  concerned,  traffic  will  undoubtedly 
be  more  and  more  led  East  via  the  Richmond  Terminal,  and 
in  an  intensified  degree  the  same  prospect  exists  for  the 
Texas  business  of  the  other  Gould  roads. 

The  Missouri  Pacific  system  occupies  a  very  advantageous 
position,  having  in  the  most  important  branches  of  its  busi- 
ness no  other  rival  than  the  Atchison,  while  a  most  pro- 
mising region  which  leaves  vast  scope  for  further  develop- 
ment is  tributary  to  its  lines.  As  a  result  the  company 
is  in  a  flourishing  condition,  despite  the  large  investments 
it  has  made  in  auxiliary  concerns  which  as  yet  fail  to  offer 
returns  upon  their  capital.  Its  traffic,  as  will  be  seen  from 
the  subjoined  statements,  approximately  reaches  the  same 
proportions  per  mile  as  on  the  St.  Paul,  amounting  in  1891 
(for  the  entire  system  of  5,283  miles)  to  1,719  million  ton- 
miles  and  213  million  passenger-miles,  and  resulting  in 
earnings  to  the  amount  of  $23*3  millions.  On  the  Mo. 
Pac.  proper  it  was  of  a  still  more  satisfactory  nature : 
1,542  miles  earned  from  traffic  alone  a  little  over  nine  mil- 
lions, in  proportion  more  than  the  Rock  Island.  Indeed,  as 
the  subjoined  tables  show,  earnings  have  always  been  satis- 
factory, and  having  neither  an  excessive  capitalisation  nor 
heavy   operating   expenses,    the  company  has  for  a  number 
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of  years  done  exceedingly  well,  with  the  result  that  it  has 
been  in  a  position  to  pay  substantial  dividends.  From  1880 
until  1882  it  declared  6  p.c.  per  annum,  and  after  that 
7  p.c.  until  1888,  in  which  year  the  quarterly  payment 
was  reduced  first  to  Ik  and  then  to  1  p.c,  being  main- 
tained at  this  level  until  October,  1891,  when  it  was  suddenly, 
discontinued,  and  has  not  since  been  resumed.  This  surprise 
was  closely  connected  with  Mr.  Gould's  control,  and  brought 
about  a  sharp  fall  in  the  price  of  the  stock.  As  far  as  the 
pablished  accounts  go,  no  reason  can  be  detected  why  the 
dividend  should  have  been  suddenly  dropped.  The  report 
for  1891  makes  no  attempt  at  an  explanation,  though  the 
income,  account  shows  a  decline  in  'revenue  from  other 
sources '  presumably  arising  from  failure  of  the  Iron  Moun- 
tain to  pay  a  dividend.  Why  this  failure  occurred  no  out-^ 
sider  can  discover;  earnings  have  in  all  cases  been  normal,, 
and  hence  there  is  little  doubt  that  Mr.  Gould  has  made 
the  most  liberal  use  of  the  discretion  he  is  invested  with. 
The  Missouri  Pacific  is  one  of  the  very  few  companies  that 
shirks  pubhcity,  but  there  prevails  a  general  beUef  that  the 
dividend  would  not  have  been  passed  had  not  that  course  suited 
Mr.  Gould's  purposes.  Fortunately  that  gentleman  enjoys  such 
a  very  small  amount  of  confidence  among  bona  fide  investors 
that  this  class  gives  his  securities  a  wide  berth,  and  the  harm 
he  does  is  therefore  almost  exclusively  confined  to  the  gambling 
gentry  of  "Wall  Street  and  to  the  effect  his  proceedings  have 
upon  the  reputation  of  American  business  methods.  Our  pur- 
pose renders  a  detailed  discussion  of  the  system  of  management 
superfluous ;  we  may,  however,  observe  that  Uttle  is  known  of 
the  floating  debt  of  the  company,  that  the  public  are  absolutely 
in  the  dark  concerning  its  immediate  prospects,  and  that  there 
are  due  for  'advances  by  directors'  $3,642,528  in  the  case 
of  the  Missouri  Pacific  and  $680,390  in  the  case  of  the  Iron 
Mountain.  Apparently  there  is  nothing  to  prevent  the  board 
from  paying  these  advances  in  cash  —  which  would  compel 
the  company  to  default  on  its  interest. 
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Below  are  the  customary  tables: — 

Volume  and  Results  of  Freight  and  Passenger  Traffic  on  the 
Missouri  Pacific  proper  for  eight  years  ending  1891. 


1 

Average 

Pa 

ssenger  Traffic. 

Freight  Traffic, 

Million 

Eate^ 

Revenue^ 

Million 

Bate, 

Bevenue^ 

Year. 

mileage 

passengers 

tons 

' 

operated. 

carried 

carried 

one  mile. 

Cents. 

$ 

one  mile. 

Cents, 

! 

1884 

995 

80-5 

2.54 

2.043.457 

419-5 

1.44 

6,047,339 

1    1885 

995 

833 

2.44 

2,032.244 

408-9 

1  29 

5.263,704 

j    1886 

1,034 

87-7 

2.34 

2,049,228 

475-2 

119 

5.665,169 

1887 

1,183 

106-5 

2.37 

2,532,101 

651-4 

1.12 

7,322.719 

1888 

1,336 

100-8 

2  27 

2,291,430 

609-9 

0.98 

5.991.084 

1889 

1,422 

91- 1 

2.33 

2,120,649 

640-7 

0.97 

6,220,310 

1890 

1,448 

1111 

1.92 

2132.890 

7470 

0.86 

6.451.710 

1891 

1,542 

97-0 

2.22 

2.153,790 

728-2 

0.94 

6,872.605 

Missouri  Pacific  System,  including  all  lines  except  Iron  Mountain. 


1888 
1889 
1890 
1891 


4,813 
5,019 

5,ia> 

5,288 


204-2 
197-5 
236-7 
213-4 


2.43 
2.45 
2.16 
2.38 


4,964,473 
4,845,651 
5,119,783 
5,070.048 


1288-5 
1428-6 
1744-2 
1719-5 


1.15 
1.13 
1.02 
1.06 


14.770,942 
16.178,135 
17,901,277 
18,224,486 


MISSOURI  PACIFIC  SYSTEM  (WITHOUT  IRON  MTN.) 

EARNINGS   AND  EXPENSES. 


Miles  operated  December  31  .  . 
Earnings — 

Passengers 

Freights 

Mail,  express  and  miscellaneous 

Total  earnings 

Expenses — 

Transportation 

Motive  power 

Maintenance  of  way 

Maintenance  of  cars 

General 

Total  expenses 

Net  earnings 


1891. 

3.191 

$ 

2,663,798 

8.865,315 

1,691,984 


13,221,097 

3.711,672 

2,822,619 

2,012,584 

947.000 

346,273 


9,920148 
3,300,949 


1890. 

3,145 
$ 
2,742,808 
9,174,427 
1,589,294 


13,506,529 

3,816,519 

2,963,092 

2,183.590 

938,751 

322.754 


10,224,706 
3,281,823 


1889. 
3,119 

$ 

2,665,354 
8,286,682 
1,624,184 


12,576,220 

3,157,180 

2,567,155 

2,062,862 

783,662 

297,969 


8,868,828 
3,707,392 
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MO.  PAC 

Net  eamlnga 

SYSTEM 

(WITHOUT  IRON 
1891. 
8 
.  .   .      33)0,949 

MTN.) 

1890, 

S 

3,281,823 

2,221951 

1889. 

8 

3.707,342 

1,9&1,790 

5505,774 

2.598,143 
<  1,823.498 

Interest  on  ^onds.   .   .  . 

...      2,776.580 
■   ■   ■      3247,655 

2,458,485 
1.758,994 
793,275 

Total  dlBburaements . 

...  1    6,024.235 

50,9,828 
Bar4»,M6 

1890. 

S 

51,078,982 

52,023,538 

878.730 

676,389 

4,639377 

110,297,016 

47.426,300 
51,376000 

2,510'881 
2,431,466 
3,619430 

5,010,754 

Coal  of  road  and  equipme 

bonds. 

iSCEDErKllBEH3 

1891. 
S 

...       60,639,208 

8 

50339,64;! 
47,262,659 

1365.010 
2,953.070 
102,650,692 

44,974.850 

44376,000 

731.620 

1,904,268 

Interest  due  and  accrued 
VonchersforDecpayabl 

1.177,6e 

following  Jan.  i      2.774,519 

Income  account  (aurplua) 

...  1      3,530,198 

5,123,483 

110,297,016 

p.c  In  1889  and  1890  and  3  p.c. 

Share  Capital  and  Funded  Debt. 


BO^.            i   J 

Inisrat    Annual 
p.c.         d>-rg„. 

Intemt 

l9t  mortg.  ext. . 
2nd     .       . 
Real  eat-moit. 
lstCarand.Br., 
Hrd  Mo,  Pao... 
lEt  Lei.  div.... 
1st   COBBOl 

1888 

1873 
1876 

K 
S 

938 

£ 

89; 

920 

7,000,000 
3*00,000 

%s 

4,500,000 

650,000 

90,000000 

ii,0OOflM 

lojmooo 

Total... 

7.O0OJX)O 
2,'J73,000 
80OAIO 
345,000 

650,000 

bi.mm 

4b. 

7  ^' 

5- 

280,000   Feb.   j>  Acg. 

■as  K 1 K: 

14.700   Apr.    &    Oct. 
J27,B60   May   &   Nov. 

32,500;  Feb.  &  Aug- 
894J40;  May    &  Nov. 

lat  EoUateral.. 

350.000 
2;6l035C 

Feb.  &  Aag. 
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The  first  mortgage  bonds  were  extended  in  1888,  and  their 
interest  reduced  to  4  p.c. ;  the  second  mortgage  bonds  were 
extended  in  1891,  and  their  interest  reduced  to  5  p.c.  These 
bonds  have  a  sinking  fund  of  $50, 000  per  annum ;  both  cover 
the  main  Une  from  St.  Louis  to  Kansas  City  with  equipment. 
The  third  mortgage  covers  the  same  Une.  The  consolidated 
bonds  are  secured  by  other  hues  The  issues  of  collateral 
bonds  are  secured  by  first  mortgage  bonds  of  subsidiary 
lines  owned  by  the  company. 

It  is  not  necessary  to  refer  to  any  of  the  auxiharies  of 
the  Missouri  Pacific  except  the  Iron  Mountain  route.  This 
railway  derives  its  name  from  a  mountain,  situated  80  miles 
South  of  St.  Louis,  which  is  not,  as  commonly  supposed, 
entirely  composed  of  iron,  but  contains  rich  veins  of  pecu- 
harly  hard  ore  which  are  partly  exposed,  and  is  situated  in 
a  field  which  yields  enormous  quantities  of  metals.  The 
Southern  portion  of  Missouri  contains  numerous  minerals, 
notably  lead  and  zinc,  the  annual  yield  amounting  to  some 
60,000  tons  of  the  former  and  12,500  tons  of  the  latter. 
The  State  also  contains  vast  bituminous  coalfields,  and  pro- 
duces 900,000  tons  of  coal  per  annum,  of  which  the  Iron 
Mountain  carries  a  goodly  proportion. 

The  St.  Louis  and  Iron  Mountain  operated  on  Dec.  Slst, 
1891,  1,547  miles,  of  which  1,204  are  owned ;  since  that  date 
the  Camden  and  Alexandria  RR.  has  been  added  to  the  system. 
The  funded  debt  amounts  to  $40,371,000,  nearly  one-half 
of  which  is  part  of  a  5  p.c.  general  consoUdated  mortgage, 
issued  in  1881,  and  authorised  to  the  amount  of  $45,000,000, 
which  is  partly  guaranteed  by  the  Missouri  Pacific.  The 
stock  ($25,784,000)  is  almost  entirely  held  by  the  Missouri 
Pacific.  The  road  is  in  defective  condition,  and  sooner  or 
later  vast  sums  will  have  to  be  expended  upon  it. 

Below  are  condensed  financial  statements,  copied  (by 
permission)  from  the  Chronicle. 
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PART   VII. 


ST.  LOUIS,  IRON  MOUNTAIN  AND  SOUTHERN  RY. 


EARNINGS  AND  EXPENSES. 

1891. 
Earnings  from —  $ 

Passengers 2,195321 

Freight 8,574,821 

Mail,  express  and  miscellaneous 811,788 


Total  earnings. 
Expenses 


Net  earnings 


Receipts — 
Net  earnings  . 
Other  receipts 


11,581,930 
7,704,896 


3,877,034 


1890. 

S 

2,149,724 
7,945,726 

763,723 


10,859,173 
6,969,687 


1889.       I 

S 
1,784,070 
6,526,877  , 
653,847 


8,964,794 
5,191,441 


a889,486     3,773,353 


INCOME  ACCOUNT. 


Total  net  income  .  . 
Disbursements — 

Interest  on  bonds 

Taxes,  bridge  expenses,  etc 
Dividends 


Total  disbursements. 
Balance  for  year 


3,877,034.    3,889.487 
20413:        27,356 


3,897,447 

2,271,471 
1 1,586,229 


3,857.700 
sur.  39,747 


a916,843 

2,414,506 
798,979 
773,294 


3,773,355 
228.529 


4,061884 

2.407,626 

383,144 

1,030,248 


3,986.779 
def.  69,936 


3,821,018 
8ur.240,866  ! 


CHAPTER  XLII. 

OTHER   GOULD    ROADS   IN   THE    SOUTHWEST : — (tHE  TEXAS  AND 

PACIFIC. — THE   ST.   LOUIS   SOUTHWESTERN. — THE 

INTERNATIONAL    AND   GREAT   NORTHERN.) 

As  has  been  stated  in  a  preceding  chapter,  Mr.  Gould 
and  his  associates  control  nearly  9,000  miles  of  railroad  in 
the  Southwest.  The  Missouri  Pacific  system  is  of  course  by  far 
the  most  important,  but  nevertheless  the  three  others  play 
a  very  important  role  in  the  development  of  the  young 
States  of  Texas  and  Arkansas.  The  Texas  and  Pacific, 
connecting  with  El  Paso,  traverses  the  entire  State  from 
East  to  West — a  distance  of  over  a  thousand  miles — and 
embraces  1,499  miles  of  road.  The  St.  Louis  Southwestera 
goes  to  Texarkana,  Fort  Worth  and  other  centres,  and 
finally  the  International  and  Great  Northern  connects  with 
Galveston  and  with  Laredo,  where  it  forms  a  junction  with 
the  Mexican  National  RR.  The  three  systems  are  operated 
in  haimony  with  each  other  and  with  the  Missouri  Pacific. 

THE   TEXAS   AND   PACIFIC  RR. 

This  company  was  organised  in  1871  by  virtue  of  char- 
ters from  the  Federal  Government  and  the  State  of  Texas, 
and  it  acquu^ed  the  properties,  charters,  land  grants  and 
other  privileges  of  the  Southern  Pacific,  Memphis,  El  Paso 
and  Pacific  and  Southern  Transcontinental  railroads.  These 
lines  were  rapidly  extended  West,  and  in  1882  the  system 
established   connection   with   the   Southern   Pacific  RR.  of 
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California,  which  it  met  at  Sierra  Blanca,  a  little  East  of 
El  Paso.  A  through  route  between  St.  Louis  and  San 
Francisco  which  availed  itself  of  the  St.  Louis  and  San 
Francisco,  Texas  and  PacilSc  and- Southern  PacilSc  railroads 
was  immediately  established.  A  few  months  prior  to  the 
completion  of  the  line  to  Sierra  Blanca  the  company  had 
amalgamated  with  the  new  Orleans  and  Pacific  RR.,  run- 
ning from  New  Orleans  to  Shreveport,  so  that  New  Orleans 
also  obtained  direct  rail  communication  with  the  Pacific 
Coast.  In  subsequent  years  the  T.  &  P.  lost  much  of  its 
importance  as  a  transcontinental  route,  mainly  as  a  conse- 
quence of  the  absorption  of  the  Galveston,  Harrisburg  and 
San  Antonio  RR.  by  the  Southern  Pacific,  which  thus 
obtained  its  own  through  line  to  New  Orleans. 

The  following  is  a  summary  of  the  lines  composing  the 
Texas  and  Pacific  system,  to  which  no  material  addition  has 
been  made  since  1883: — 

Eastern  State  Line  of  Texas  to  Sierra  Blanca.    1,039  miles 

New  Orleans  to  Shreveport 324      „ 

Gordon  to  Coal  Mines 22      ,, 

Total  owned 1,385      „ 

Leases:  Vicksburg,  Shreveport  &  Pacific     .     .         21      „ 
Operates:  Southern    Pacific   from   Sierra  Blanca 

to  El  Paso 93     „ 

Total  owned,  leased  and  operated     ....    1,499      „ 

The  subjoined  table  shows  that  the  development  of  the 
company's  business  has  made  satisfactory  progress:— 
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Table   showing   Mileage^    Passenger  and  Freight  Traffic,  and 
Traffic  Revenue  of  the  Texas  and  Pacific  By,  Co. 


Average 

I'assenger  Trafflc. 

Freight  Traffic 

Year. 

mileage 

Million 
passengers 

Bate, 

Bev*niM, 

Million 
tons 

Rate, 

Revenue, 

operated: 

earned 
on"  mile 

Cents. 

$ 

carried 
one  mile. 

Cents. 

$ 

1877 

415 

13-9 

4  41 

524,198 

43-4 

3.34 

1.449,988 

1878 

444 

15  0 

3.84 

592,694 

510 

8  26 

1,660.645 

1879 

444 

11-7 

3  92 

456.567 

50-7 

3.12 

1,582.925 

1880 

444 

11-4 

381 

456,055 

66-4 

3.09 

2.053.018 

1881 

516 

18-2 

3.75 

681,530 

102-5 

3.36 

2,410,083 

1882 

i,as6 

31-9 

3.59 

1,147,292 

207-8 

1.83 

3,806,944 

1883 

1,487 

53-8 

2.93 

1,575,670 

2.59  0 

1.76 

4,567.043 

1884 

1,487 

47-9 

3.87 

1.374.383 

245-3 

1  65 

4.037,484 

1885 

1,487 

260 

5.82 

1,508,147 

124  6 

3.10 

3,868,716 

1886 

1,487 

52  2 

2.63 

1.374239 

256-8 

1.67 

4,282,448 

1887 

1,487 

58  9 

2.62 

1,543,227 

287- 1 

1.46 

4186,782 

1888 

1,487 

58-5 

2.66 

1,556.735 

323  2 

1.36 

4.380.107 

1889 

1,497 

61  5 

2.72 

1,675.474 

361-9 

1.34 

4&53,630 

1890 

1,499 

72-5 

2.61 

1.894177 

398-9 

1.26 

5.024,969 

1891 

1,499 

71-4 

2.70 

1,925,564 

384-4 

1.26 

4,851,380 

The  capitalisation  of  the  company  consists  of  $38,710,000 
common  stock,  earning  no  dividend,  $3,784,000  old  6  p.c. 
first  mortgage  bonds  of  the  Eastern  division,  $25,000,000 
new  first  mortgage  bonds  issued  under  the  reorganisation  of 
185b,  and  an  equal  amount  of  second  mortgage  bonds.  Both 
descriptions  bear  5  p.c.  interest,  but  that  on  the  seconds 
(payable  annually)  need  not  be  disbursed  unless  earned,  so  that 
these  bonds  are  practically  incomes ;  the  1892  coupon  was 
not  paid.  Before  the  reorganisation  there  were  land  grant 
bonds  to  the  amount  of  $10,300,000,  but  these  were  assumed 
by  the  Texas  Pacific  Land  Trust,  which  bought  all  lands. 

Subjoined  are  statements  of  earnings,  income  account  and 
general  balance  sheet,  as  given  in  the  Chronicle, 
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EARNINGS  AND  EXPENSES. 


FuBsngar. 

Freight...,- 

Mail,  eipreBS,  etc — 

Total  earniDgi. 

Operaiing  exptnuw— 

laintenance  of  way. 

MainteiiBiice  o(  cars 

tlotlve  power. 

ranapoitati  on 


1891. 

'•r 

1,925  5M 
4,851380 
449,518 

1890. 
1,499 

1,894.177 
5,024,989 
408.565 

7,327,71] 

1379,716 
291.070 

5:!52lfJ 

188,361 
223.714 

188*. 
1,497 

1,675,474 
4,8536.10 
388,698 

6917,802 

■SIS 

173.116 
209,717 

1,556,71s 
4,380,107 
437,54i 

7,226,462 

1,199,610 
366^77 

190.129 
224831 

6,374,386 

1,735  5.19 
1,691,087 

&.715.721 
1,510,741 

5,S6a7l6 
1,467  JXB 

5546058 

'"St 

5,071669 

1302,717 

79-56 

Rentals  and  sundries 

'  Intereat  on  bonds 

I  SUscellaneons 

!  Equipment,  car  trusts,  etc. 

Total  disbursements... 


-146,689    +287.314  1- 


BAL   N  E  SHEET 


54  278340 
38  448 
06  25 
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THE   ST.    LOUIS   SOUTH-WESTERN   RY. 

The  lines  of  this  system  run  from  Bird's  Point,  Mo.,  to 
Texarkana,  Port  Worth,  and  many  other  points  in  Texas 
and  Arkansas,  notably  to  stations  of  the  Texas  and  Pacific ; 
of  this  last  system  the  St.  Louis  and  Southwestern  may 
be  regarded  as  supplementary.  The  present  company  is  a 
reorganisation  of  the  St.  Louis,  Arkansas  and  Texas,  which 
was  sold  in  foreclosure  in  1890,  after  having  gone  through 
the  same  ordeal  in  1885.  To  comply  with  the  laws  of 
Texas  the  corporation  is  divided  into  three  parts,  named 
respectively  the  St.  Louis  Southwestern  Railway  Co.,  the 
St.  Louis  Southwestern  Railway  Co.  of  Texas,  and  the 
Tyler  Southeastern  Railway  Co. ;  for  all  practical  purposes, 
however,  these  thi^ee.  corporations  are  one.  The  last  named 
operates  the  narrow  gauge  branch  from  Tyler  to  Lutkin,  the 
Texas  corporation  the  lines  in  Texas,  and  theSt.  L.  &S.  W. 
all  other  roads.     The  total  mileage  is  1,2:^2  mileS. 

The  following  figures  for  the  years  ending  December  30th, 
1891,  and  June,  1892,  have  been  published: — 


Gross  earnings 

Operating  expenses 

Net  earnings 

other  revenue 

Total  revenue. 

Taxes 

Interest  on  bonds 

Rentals 

Total  charges. 
Surplus.  .  .  . 


1891 


1891-92 


4,514,220 
4.057,694 

4,636,461 
3,824,294 

456,525 

812,167 
125,099 

937,266 



107,326 

800,000 

10,284 

917,610 
19,692 
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The  capitalisation  of  the  company  now  consists  of  $16,509,000 
common  stock,  $20,000,000  preferred,  $20,000,000,  first  mort- 
gage bonds  (6  p.c.  gold),  $8,000,000  ($10,000,000  authorised) 
5  p.c.  non-cumulative  second  mortgage  incomes,  and  $577,497 
car  trusts.  These  securities  are  proportionately  distributed  over 
the  three  component  corporations  and  replaced  the  old  securities 
under  the  provisions  of  the  reorganisation. 

THE   INTERNATIONAL   AND   GREAT   NORTHERN   RR. 

The  International  Railroad,  amalgamated  in  1^573  with  the 
Houston  and  Great  Northern,  was  the  predecessor  of  the 
present  corporation,  which  extended  its  lines  to  Austin  in 
1876.  In  1878  the  road  went  into  the  hands  of  a  receiver, 
and  in  1881  it  was  purchased  by  the  Missouri,  Kansas  and 
Texas,  (g.  v.)  which  gave  two  of  its  own  shares  in  exchange 
for  one  of  this  corporation.  When  the  M.  K.  T.  was  leased 
to  the  Missouri  Pacific  the  road  became  part  of  Gould's 
Southwestern,  and  after  the  dissolution  of  that  system  the 
control  of  the  road  reverted  to  the  M.  K.  T.  This  company, 
however,  sold  half  its  interest  to  the  Missouri  Pacific  in 
1891,  and  the  other  half  in  May,  1892,  so  that  now  the 
G.  N.  is  entirely  controlled  by  the  Missouri  Pacific,  which 
owns  all  its  stock.  This  sale  was  connected  with  the  default 
and  reorganisation  of  the  Great  Northern,  and  with  Utigation 
between  the  M.  K.  T.  and  Mo.  Pac,  caused  by  that  and 
other  events ;  the  sale  of  stock,  however,  settled  all  disputes. 
Under  the  reorganisation^   the  (the  Mo.  Pac.)  shareholders 

1  The  plan  provided  that  the  first  mortgage  should  remain  as  it  was,  principal 
and  interest,  and  receive  for  arrears  of  interest  and  interest  on  the  interest  to 
November,  1891,  one-half  cash  and  one-half  funded  interest  bonds,  secured  by 
lirsi  mortgage  coupons  drawing  5  per  cent,  interest  and  payable  one-sixth  each 
year.  The  second  mortgage  bondholders  received  third  mortgage  thirty-year 4 
per  cent,  bonds,  with  foreclosure  penalties  and  rights  after  six  years,  for  interest 
accrued  and  not  paid  un  to  Sept.  1.  1891,  inclusive.  The  iirst  mortgage  bond- 
holders received  tne  coupons  payable  in  May.  1892,  in  cash,  and  the  second 
mortgage  holders  one-half  of  the  September  coupons  and  all  ofthe  March  coupons 
or  1891  in  cash.  The  second  mortgage  bonds,  1891.  draw  interest  at  4^  per  cent, 
for  six  years  from  Sept.  1,  until  the  first  mortgage  interest  bonds  are  paid  oflF, 
and  5  per  cent,  thereafter,  until  the  end  of  the  bond,  provided  the  interest 
is  paid  promptly  when  due.  If  a  legal  default  occurs  the  interest  will  return 
immediately  to  6  per  cent. 

The  stockholders  were  to  furnish  by  assessments  the  money  to  meet  the  cash 
requirements  of  the  proposed  reorganisation,  estimated  at  between  $18  an«l  S15 
a  share.  The  stockholders  refusing  or  not  paying  the  assessments  were  to  be  sup- 
T»lemented  by  other  stockholders,  who  agreed  in  alvance  to  furnish  all  money 
necessary  for  the  reorganisation. 
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paid  an  assessment  amounting  to  $1,026,868,  in  return  for 
which  they  received  the  same  amount  in  new  third  mortgage 
bonds  created  for  this  purpose  and  also  for  that  of  paying 
the  interest  due  on  second  mortgage  coupons  ($1,136,910), 
a  judgment  obtained  by  Jay  Gould  ($537, be5.^,)  and  of  pro- 
viding $271,843  for  corporate  uses.  This  third  mortgage 
amounts  to  $3,00^,000,  and  there  is  a  second  mortgage  of 
$7,96«,500  which  bears  4*^  p.c.interest  until  1st  Sept.,  1897, 
and  5  p.c.  thereafter,  and  a  first  mortgage  of  $7,954,000 
bearing  6  p.c.  interest.  The  stock  authorised  is  $25,000,0u0 
of  which  $9,755,000  are  issued  and  almost  entirely  owned 
by  the  Missouri  Pacific.  The  third  mortgage  bears  4  p.c., 
but  until  1897  no  interest  is  payable  unless  earned.  "  Cer- 
tificates of  indebtedness  "  to  the  amount  of  $757,618  are 
in  circulation,  $126,267  of  which  must  be  redeemed  annually. 
Subjoined  are  traffic  statistics,  statement  of  earnings  and 
expenditure,  etc. 

Xrdffic    Statistics    relating  to  the  Great  Northern  and  Interna- 
tional Railway, 


Average 
mileage 

Passenger  Tt 

•afflc. 

Freight  Traffic. 

Years 
ending 

^^"^'^^     1    Jlate, 
passengers  | 

Rtvenw, 

tons        1                 , 

1     Dec 

operated. 

carried 

^■^ 

carried 

1 

one  mile. 

Cents 

$ 

.,         Cents.    1           S 
one  mile.                  |           ^ 

i     1887 

775 

19-7 

3.01 

592,831 

156- 1 

1.38 

2,162,843    ' 

1888 

775 

24-4 

2.61 

638,642 

156  7 

133 

2,086,759     , 

1889 

775 

27-0 

2.89 

728,505 

178  3 

1.44 

2.575,165    ' 

1     1890 

775 

33  2 

2  59 

859,2.57 

187  9 

1.38 

2,591,956 

1891 

775 

32  1 

2.77 

892.561 

183-2 

1  39 

2,532,079 

EARNINGS,  ETC. 


Passenger  earnings.  .  . 
Freight  „  .  . 
Other 

Total  earnings.  • 
Operating  expenditure. 

Net  earnings  .  . 
Other  income 

Available  revenue. 


1891. 
$ 

892,561 
2,532,079 
__224,002^ 

3,648,642 
3,093,.550 


555,092 
5,891 


560.983 


1890. 
$ 

859.257 

2,591,956 

I95,ir09 


3,646,422 
3.148,245 


498.177 
17,782 


515,959 


en  \PTER  XLUT. 

THO   MISSOURI,    KANSAS   AND   TEXAS   RY. 

In    September,    ISCJo,    23    inhabitants    of  Coflfoy  Couuty, 
Kansas,    founded   the   Union   Pacific  Southern  Jiranch  Rv- 
a   coi'poration   wliich   was    to  build    a  line  extending  from 
Junction  City  in  Kansas  to  Fort  Smith,  in  the  Indian  Ter- 
ritory.    The    capital    was    to    be  y  1,000,000,  of  wliich  the 
counties    throug^h    wliich    the   line    was    to   run   furnished 
$7:30,000,    and    in   addition  to  this  support  the  corporation 
received  from  the  State  of  Kansas  a  land  grant  of  1,300,000 
acres.    Owing  to  lack  of  funds  construction  progressed  very 
slowly,  only  »5  miles  being  completed  and  work  on  35  more 
commenced  by  18G9.     In  that  year,  however,  the  company 
obtained  new  funds  by  means  of  the  issue  of  bonds  secured 
by    a  lien  upon  its  land  grant,  and  construction  proceeded 
more  rapidly,  with  the  result  that  by  Decembei*,  1871,  the 
line  was  finished  as  far  as  the  border  of  the  Indian  Territory, 
a   distance  of  179  miles  from  Junction  City.    In  the  same 
year   the   company   acquired    the    chartei-s    Qf  tlu'ce   other 
I'ailway  companies,  *    and  an  amalgamation  of  the  foui'  cor- 
porations having  been  effected,  the  system  received  its  present 
name.     By  virtue  of  the  various  charters  it  had  powers  to 
lay  tracks  across  the  Indian  Territory  as  far  as  the  Texas 
State  Line,  and  by  way  of  State  aid  for  construction  of  roads 
through  the  unsettled  Territory  it  was  to  receive  land  grants 
to  the  extent  of  3,000,000  acres;  but  as  this*  land  of  promise' 

^  These  were  the  Tebo  and  Neosho,  the  Labette  and  Sedalla  and  the  Neosho 
Valley  and  Holden  Railroads. 
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was  still  occupied  by  the  redskins  the  gi*ant  was  made  on 
condition  that  possession  of  nearly  all  lands  is  to  be  deferred 
until  the  Government  '  buys '  the  Indian  Territoiy  from 
the  'real  Americans.'  To  this  the  company  gladly  assented, 
and  after  the  successful  issue  of  $14,000,000  consolidated 
first  mortgage  bonds,  work  on  the  road  through  the  Indian 
Temtoiy  was  begun.  While  it  was  in  progress  the  com- 
pany resolved  not  to  confine  itself  to  advancing  its  lines 
towards  the  South,  but  to  extend  them  also  in  a  Northern 
direction ;  and  hence  the  St.  Louis  and  Santa  Fe,  leading 
to  Paola,  and  the  Hannibal  and  Central  Missouri,  going 
to  Hannibal,  were  purchased.  In  the  meantime  the  directors 
had  ventured  to  embark  upon  several  enterprises  and  de- 
partures, the  honesty  of  which,  to  say  the  least,  was 
doubtful,  ^  and  as  a  result  the  company  became  weakened 
to  such  an  extent  that  it  was  unable  to  withstand  the 
crisis  of  1873,  and  in  1874  had  to  announce  its  inability 
to  meet  the  coupons  which  fell  due  in  those  years.  A 
reorganisation  was  effected,  according  to  which  two  coupons 
of  the  bonds  as  well  as  the  floating  debt  were  converted 
into  prefeiTcd  stock,  but  this  proved  insufficient  to  tide  the 
company  over  its  difficulties,  and  its  affairs  had  to  be  placed 
in  the  hands  of  a  receiver,  where  they  remained  until 
June  30th,  1876.  By  that  time  the  bondholders  had  accepted 
new  proposals  which  stipulated  that  the  precedmg  arrange- 
ment relating  to  the  regulation  of  the  debt  should  be  can- 
celled, and  that  coupons  when  due  should  be  paid  partly 
in  cash  and  partly  m  income  bonds,  while  until  the  company 
was  in  a  position  to  regularly  meet  its  obligations  trustees 
were  to  retain  control  of  the  property. 


^  Among  others  there  had  been  an  issue  of  $1,756,000  bonds  for  which  the 
company  had  received  no  value  whatever.  The  bonds  were  given  to  a  construction 
company  composed  of  members  of  the  Board,  who  refused  either  to  execute 
the  work  in  payment  for  which  they  received  them  or  to  return  the  bonds. 
The  latter  were  simply  kept  for  'damage  done,'  and  as  the  president  of  the 
construction  company  happened  to  bo  president  of  the  M.  K.  T.  no  serious 
bjections  were  raised. 


b 


i 
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In  November,  1880,  the  M.  K.  T.  again  became  its  own 
X  master.  Jay  Gould  having  assumed  control  of  the  property 

in  January  of  that  year;  and  the  new  president  at  once 
commenced  to  extend  its  lines,  going  into  Texas  as  far  as  the 
Mexican  boundary.  Tn  1881  the  shareholders  resolved  to 
accept  a  proposal  made  by  the  Iron  Mountain  RR.,  like\nse 
controlled  by  Mr.  Gould,  to  lease  the  M.  K.  T.  for  99  years, 
the  principal  stipulation  being  that  the  Iron  Mountain  could, 
but  was  not  obliged  to,  pay  the  deficiency  if  the  M.  K.  T. 
earned  less  than  its  fixed  charges  demanded ;  if  the 
lessee  declined  to  pay  such  deficiency  the  leased  company 
could  give  notice  of  expiration  of  the  lease.  It  seems  that 
from  the  outset  no  great  faith  was  placed  in  this  arrangement. 

I  Before  its  lease  to  the  Missouri  Pacific  the  M.  K.  &  T 

bought  the  International  and  Great  Northern,  in  which 
Gould  had  an  interest,  and  needless  to  say  the  deal  was 
not   to   the  advantage  of  M.  K.  T.  shareholders,  two  shares 

i  of  the   M.  K.  T.   being  given  in  exchange  for  one  of  the 

Great  Northern,  and  its  debt  assumed.  In  consequence  of 
this  and  other  '  deals '  the  capital  of  the  company  attained  very 
large  dimensions;  at  the  end  of  1883  there  was  a  share 
capital  of  $46,417,000,  and  a  bonded  debt  of  $41,560,000, 
almost  twice  as  much  as  three  years  before,  besides  a  float- 
ing debt.  The  vast  proportions  assumed  by  the  capitalisa- 
tion were  partly  due  to  extensions  and  to  the  purchase  of 
the  International  and  Great  Northern,  but  chiefly  to  deliberate 
inflation  by  means  of  all  kinds  of  irregularities.  For  example, 
the  road  was  built  by  a  construction  company  which  not 
only  misappropriated  bonds  but  in  addition  received  large 
blocks  of  shares.  It  is  an  interesting  fact  that  at  one  time 
these  shares  were  quoted  at  2  p.c.  of  their  face  value. 

In  1888  the  lease  to  the  Iron  Mountain  terminated,  the  latter 
refusing  to  make  up  the  deficiency  of  fixed  charges,  and 
this  caused  the  M.  K.  T.  once  more  to  land  in  the  hands 
of  a  receiver,  where  it  remained  until  the  middle  of  1891, 
after   the  exemplary  management  of  Mr.  H.  C.  Cross,  who 
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was  elected  president  after  a  reorganisation  without  foreclo- 
sure. The  principal  feature  of  this  reorganisation  was  that 
the  old  first  mortgage  was  paid  off  at  par,  while  new  bonds 
bearing  a  lower  interest  were  issued.  The  share  capital 
now  consists  of  $13,000,000  preferred  and  $47,000,000 
common  stock,  and  the  debt  of  $60,000,000  4  p.c.  gold 
mortg.ige  bonds.  These  are  divided  into  $40,000,000  first 
and  $20,000,000  second  mortgage  bonds,  interest  on  the 
latter  not  being  compulsory  before  August  1st,  1895,  so 
that  until  then  they  are  practically  income  bonds  with  fore- 
closure rights.  They  received,  however,  2  p.c.  interest  in 
February,  1892. 

The   length  of  the  system  now  operated  is  1670*4  miles, 
of  which  1,469  are  owned.  The  following  is  a  summary : — 

Lines  owned:  Main  Line,  Hinn.,  Mo.,  to  Denison,  Tex 

Parsons  to  Junction  City,    Kan 
Denison  to  Mineola,  Tex.  .     . 
Fort  Worth  to  Taylor,  Tex. . 
Whitesboro  to  Henrietta,  Tex. 
Dallas  to  Greenville,  Tex. 
Dallas  to  Hillsbor'o  Jc,  Tex. 
Trinity  to  Cornesveil,  Tex.    . 
Other  branches 


n 


n 


») 


;; 


»j 


n 


n 


n 


Total  owned 1,469-2 


567-6  miles 

157-5 

n 

152-6 

n 

162-1 

VI 

87-2 

» 

52-4 

n 

65-6 

» 

665 

v 

207-7 

j» 

Leased:  Kansas  City  &  Pacific  Ry.,   Paolo  to 

Stevens  S.  T 130-0 

Operated  jointly   with   Texas    &  Pacific,   Fort 

Worth  to  Whitesboro 71-2 


Total  operated d, 670-4 

Owned  but  not  operated  (Holden  branch,  leased 

to  Mo.  Pac) 53-5 


»> 


»> 


»» 


>? 


>? 


» 


Total  system  (average  operated  in  1891 : 1,717  miles)  1,723-9 

The  first  observation  one  is  apt  to  make  when  looking  at  a 
map  of  the  Missouri,  Kansas  and  Texas,  is  that  it  runs  from 
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nowhere  to  nowhere;  barrmg  its  indirect  connections,  the^ 
most  important  points  it  touches  are  Dallas  and  Fort  Worth. 
The  disadvantages  arising  from  the  absence  of  good  terminals 
have  always  been  clearly  realised,  and  it  is  therefore  pleasant 
to  note  that  steps  have  recently  been  taken  which  will  re- 
move this  great  impediment.  An  agreement  with  the  Kansas 
City  Belt  Line  R.R.  has  been  entered  into  which  will 
result  in  the  M.  K.  T.  obtaining  first  class  terminal  accom- 
modations in  Kansas  City  (on  Second-street)  and,  moreover, 
a  direct  Une  is  being  built  into  St.  Louis  by  the  Missouri, 
Kansas  and  Eastern  RR.  Co.,  a  corporation  controlled  by 
the  M.  K.  T.  ^  In  addition  some  gaps  between  the  company's 
Unes  in  Texas  are  to  be  filled,  and  most  of  these  changes 
being  now  all  but  effected  we  may  for  our  present  purpose 
regard  them  as  completed.  Acting  on  this  assumption  we 
find  that  the  M.  K.  T.  runs  from  Houston,  Fort  Worth 
and  Dallas  (the  three  most  important  towns  in  Texas)  and 
other  points  in  the  '  Lone  Star  State, '  through  the  Indian 
Territory  to  Junction  City,  Kansas  City,  St.  Louis  and  Han- 
nibal, connecting  at  the  latter  point  with  the  Wabash  (for 
Chicago  and  Detroit).  The  system  therefore  has  been  con- 
structed to  carry  the  produce  of  the  promising  Southwest, 
and  especially  of  the  *New'  Southwest,  to  St.  Louis  and 
Chicago,  and  although  the  focus  of  its  traffic  appears  to  lie 
in  Eastern  Texas  its  lines  in  Kansas  and  Missouii,  though 
devoid  of  feeders,  do  not  lack  local  importance.  Above  all  the 
interests  of  the  system  are  wound  up  with  those  of  the  new 
country,  notably  the  promising  Territory  and  Texas,  and  as  an 
outlet  of  that  region  the  route  possesses  well  defined  advan- 


1  The  St.  Louis  Globe- Democrat  says  with  regard  to  this  railway :—"  The  line 
will  enter  St.  L<juis  at  the  north  end  on  the  river  front,  and  it  will  run  through 
a  portion  of  Central  Missouri  not  yet  traversed  by  any  railroad.  From  St.  Charles 
to  Hamburg,  sixteen  miles,  the  line  of  the  Cleveland,  St.  Louis  &  Kansas  City, 
now  in  operation,  has  been  acquired;  likewise  the  graded  portion  of  that  line 
from  St.  Charles  east  twenty  miles  and  from  Hamburg  west  thirty-six  miles. 
The  new  line  will  cross  the  Missouri  River  twice,  and  will  run  along  its  banks 
for  some  distance.  The  company  has  an  authorised  capital  of  84,500,000,  and  all 
its  bonds,  $4,000,000.  are  owned  by  the  M.  K.  T.,  which  will  guarantee  its  bonds."' 
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tages.  It  can  carry  produce  from  its  traffic  centres  in  Texas 
and  the  Territory  both  to  the  South  and  to  the  North,  and 
is  already  one  of  the  principal  roads  transporting  cattle  and 
cereals  North,  the  former  to  Chicago,  the  latter  to  St.  Louis. 
But  the  fact  should  not  be  overlooked  that  these  two 
towns  will  not  continue  to  be  the  outlet  of  Texas.  They  are 
this  now,  because  trade,  especially  when  in  its  teens,  follows 
established  routes;  as  yet  Texan  steers  are  marketable  only 
in  the  Stock  Yards  of  Chicago  and  Kansas  City,  but  as  the 
countiy  progresses  Texas  will  seek  a  more  direct  route  to 
the  East.  At  present  its  freights  make  the  detour  via 
St.  Louis  and  Chicago,  but  when  the  giant  State  is  more  de- 
veloped it  will  ask  for  direct  routes  to  the  East,  and  endeavour 
to  save  some  500  miles  of  travel  by  shipping  its  freights 
via  Memphis.  It  should  be  borne  in  mind  that  this  will  have 
serious  consequences  for  the  Missouri,  Kansas  and  Texas. 
Presumably  the  road  will  accommodate  itself  to  the  new 
conditions  when  they  come,  and  build  or  acquu'e  Unes  following 
the  new  direction  of  trade;  but  even  this  must  have  a 
bearing  upon  its  alfau's. 

The  condition  of  the  property  is  fan*;  steel  rails  (mostly 
63lbs.)  can  now  be  found  on  all  main  lines,  but  the  road 
is  by  no  means  in  perfect  condition,  and  requires  further 
betterments,  though  these  are  of  the  minor  kind,  except 
as  regards  rolling  stock,  where  additions  are  very  desirable, 
there  being  but  little  over  6,000  cars,  all  told. 

Subjoined  are  comparative  statements  of  earnings,  etc.,  for 
the  two  years  ending  1890  and  1891.  Like  so  many  other 
companies,  this  corporation  complied  with  the  request  of  the 
Interstate  Commerce  Commission,  and  henceforth  terminates 
its  fiscal  year  on  June  30th,  in  consequence  whereof  no  report, 
for  1891  has  been  issued.  The  subjoined  table  gives  all 
details  available  at  the  time  of  wiiting. 
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Miles  operated  (average) 

Total  gross  earnings 

Operating  expenses 

Net  earnings 

Percentage  of  operating  expenses  to  earnings 

(exclusive  of  extraordinary) 

Rental  Kansas  City  &  Pacific  RR 

Taxes 


1891 
1,672 
$ 
9,775,120 
6.977,411 
2.797,709 

71  38 


1890. 

1889 

1,777 

1,711 

S 

$ 

9,004,005 

7,922,444 

6.351,862 

6,245,006 

2.652,143 

1.677,438 

70-54 

70  22 

99,096 



16^280 

187,266 

Against  the  net  earnings  for  1891  ($2,797,709)  there 
were  the  following  first  charges:  First  mortgage  bonds, 
$1,600,000;  Dallas  &  Waco  bonds,  $67,000;  taxes  (say) 
$175,000;  total,  $1,842,000.  Additional  charges  for  new 
extensions  (say)  $400,000;  total,  $2,242,000.  Surplus 
$555,000.    Full  interest  on  second  mortgage  bonds  requires 

Below  are  tables  showing  the  company's  funded  debt  and 
giving  details  of  traffic  for  a  series  of  years. 
$800,000. 

Table  showing  Mileage^  Passenger  and  Freight  Movement, 
Bates,  etc.,  on  the  Missouri,  Kansas  and  Texas  By,  for  a  number- 
of  years  ending  1890. 


Years. 


Average 
mileage 
operated. 


Passenger  Traffic. 


MiUion 
passengers 

carried 
one  mile. 


Bate, 
Cents. 


Reventie, 

$ 


Freight  Traffic. 


Million 

tons 
carried 
one  mile 


Rate, 
Cents. 


Revenue, 


1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 


786 

786 

786 

879 

1,003 

1386 

1,386 

1,386 

1.386 

1,386 

1,539 

1,612 

1,711 

1,777 

1,717 


24-5 
22-6 
23-3 
24-8 
322 
52-3 
589 
57  2 
54-7 
56-7 
59-7 
550 
56-2 
68  3 
69-2 


3.83 

832,675 

108-9 

1.99 

2.94 

.  766,601 

1182 

1.73 

3.06 

714,750 

142-4 

1.72 

3.38 

820.202 

1880 

1.65 

3.28 

1,058,054 

289  2 

1.39 

264 

1.380,591 

293  4 

1.60 

2.97 

1,750,676 

419-8 

1.34 

2  95 

1,691.597 

412-2 

1.25 

2.91 

1592,713 

392-3 

1.23 

2.77 

1.575,920 

486-6 

1.12 

2  76 

1,654,270 

507-4 

1.04 

2.64 

1.456,347 

411-4 

1.09 

2.81 

1,581,567 

557-4 

104 

2  78 

1,904,030 

586-6 

1.11 

2.80 

1,937.777 

615  9 

1.18 

2.176,275 
2039927 
2455863 
3,110,461 
4,050.119 
4,710,072 
5,644,939 
5,166  673 
4,833,860 
5,470.742 
5  292,344 
4,408,225 
5,792711 
6.564,456 
7.285,045 
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*  Common  stock 847,000,000 

*  Preferred      „        13,000,000 

Funded  Debt,  Bee.  31st,  1891. 


Bonds. 


Issued. 


Tue. 


Amount 
outstand. 

$ 


Rate 

of 

interest. 


Coupons  due 


.- 


Annual 
inters  it 

$ 


Tebo  and  Nossho  Ist  gold 

*  1st  mortg.,  gold 

♦2nd      „  »     

Boonville  Bridge  1st  m. 

gold 

Dallas  Sc  Waco  RR.  1st  m. 

gold 

Sherman  Den.,  ft  D.  RR. 

1st  m.  gold 


1870    Now 


1890 
1890 

1873 

1890 

1891 


1990 
1990 

1906 

1940 

1921 


187,000 
39,774,000 
20,000,000 

696,000 

1340,000 

200,000 


7 
4 
4 

7 

5 

5 


June&  Dec 


» 


May  &  Nov 


1,590,960 


guarant. 


*  =  Quoted  in  London^. 

The  Tebo  &  Neosho  bonds  are  being  replaced  by  first 
mortgage  bonds,  of  which  the  total  authorised  issue  is 
$40,000,000. 

Interest  on  the  second  mortg.  bonds  is  not  obligatory,  but 
will  become  so  in  August,  1895.  The  coupon  due  February, 
1892,  was,  however,  paid.  Boonville  Bridge  bonds  and  Dallas 
&  Waco  bonds  are  guaranteed  as  to  principal  and  interest. 
Interest  on  $2,500,000  Kansas  City  and  Pacific  4  p.c.  bonds 
is  also  guaranteed,  but  not  principal. 


PART  viir. 

THE  PACIFIC  GROUP. 


CHAPTER  XLIV. 

THE     RAILWAYS     OF     THE     PACIFIC     STATES. 

The  present  part  deals  with  the  railways  of  the  Pacific 
States,  a  group  of  commonwealths  to  be  found  West  of 
the  two  Dakotas,  Nebraska,  Kansas  and  Texas,  and  there- 
fore including  Montana,  Wyoming,  Colorado,  New  Mexico, 
Arizona,  Utah,  Nevada,  Idaho,  Oregon,  Washington  and 
CaUfornia.  This  country  covers  nearly  one-third  of  the 
area  of  the  United  States,  but  being  for  various  reasons 
only  partially  settled — not  more  than  one-seventeenth  of  the 
population  of  the  entire  Union  dwells  in  this  vast  territory — 
its  wealth  represents  but  a  fraction  of  what  it  would  were 
the  region  as  densely  populated  as  others ;  and  even  railroads 
are  not  nearly  as  numerous  as  in  other  sections,  although  the 
enormous  distances  call  for  main  lines  the  length  of  wliich 
has  no  parallel  in  any  other  part  of  the  globe. 

The  characteristics  of  the  Pacific  States  are  manifold. 
The  climatic  conditions  are  widely  varied  because  of  the 
great  distance  separating  the  northern  and  southern  borders, 
and  additional  contrasts  are  caused  by  the  diversified  natui^e 
and  elevation  of  the  soil  in  different  parts  of  the  region.  The 
Eastern  boundary  is  practically  formed  by  the  Rocky  Moun- 
tains, which  are  the  Western  limit  of  the  Mississippi  Valley,  just 
as  the  Alleghany  Mountains  are  its  Eastern.  West  of  this 
'  Continental  Divide,'  which  stretches  from  North  to  South 
through  Montana,  Wyoming,  Colorado,  and  New  Mexico, 
there  is  a  barren  waste,  hundreds  of  miles  wide;  it  tra- 
verses the  United  States  from  the  Canadian  boundary  to 
the  Rio  Grande  del  Norte,  is  almost  entirely  devoid  of  popu- 
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lation  and  offers  no  prospects  of  ever  becoming  settled 
throughout  its  entire  extent.  This  desert  again  is  bordered 
in  the  West  by  the  Sierra  Nevada  and  the  Cascade  Moun- 
tains, and  between  these  mountains,  which  run  parallel  with 
the  Pacific  coast,  and  the  shores  of  the  ocean  itself  there  is 
a  stretch  of  land  some  100  miles  in  width  and  over  1,000 
in  length  which  ranks  among  the  most  beautiful  and  fertile 
regions  not  only  of  the  United  States,  but  of  the  entire  world. 
In  their  higher  latitudes  the  Pacific  States  have  a  dry  and 
bracing  climate;  in  the  South  the  temperature  ranges 
between  that  of  a  spring  warmth  in  winter  and  tropical 
heat  in  summer.  In  the  sandy  waste  and  the  Rockies  the 
climate  as  a  nile  is  dry  and  bracing,  but  the  mean  temper- 
ature naturally  varies  with  latitude  and  altitude. 

Subjoined  are  tables  showing  area,  population,  wealth,  etc., 
of  the  eleven  States  : — 

Table   showing   Area,    Population  and  Assessed    Yaluation  of 
eleven  Fact  fie  States.  (Census  of  1890), 


Wyoming  . 
Colorado 
New  Mexico. 
Arizona  .  . 
Utah  .  , 
Montana .  . 
Idaho  .  .  . 
Washington 
Oregon  . 
California  , 
Nfevada    . 

Totals 


Area, 
sq.  miles 

Population. 

1 

Assessed      \ 

valuation,    ' 

million  $     i 

97,900 

.      61,000 

31  0      ! 

103.900 

412.000 

168-8      j 

122.600 

154.000 

43-1 

113.0^0 

60,000 

26-3      1 

85,000 

208.000 

46-4 

146,100 

132.003 

69-6 

84,800 

84,000 

25-7 

69,200 

349,000 

124-8 

f6,000 

313,000 

114-0 

158,400 

1,208,000 

1282.2 

110,700 

46,000 

24-6 

1.187  600 

3,027,000 

1,957-5 
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Table  showing    Relative   Importance  of  eleven  Pacific  States 
as  compared  with  that  of  the  entire  Union.  (Census  of  1890), 


Area  (sq.  miles) 

Population 

Assessed  yalaation 

Miles  of  railroad 

Capital  of  BR.  companies  .  . 
Annual  earnings  of  RR..  .  . 
Passengers  carried  one  mile  . 
Tons  freight  carried  one  mile 


Pacific  States. 

United  States. 

1,187,600 

3,602,000 

3,702,000 

62,626,000 

Sl,9r)7.C00 

$24,249,600,0aj 

20,897 

163,420 

$816,000* 

$9,745,000,000 

S85,500* 

$1,068,000,000 

1,402,000* 

12,521,000,000 

3,924,000* 

79,193,000,000 

*  =  Estimated. 

One-third  of  Montana  consists  of  mountain  land,  the 
remainder—  its  eastern  part — of  rolling  prairie  which  at  present 
contains  only  a  smal  proportion  of  arable  lands,  being  principally 
occupied  with  vast  ranches  which  send  growing  quantities 
of  cattle  to  the  packing  houses  of  Omaha  and  Chicago ;  the 
mountainous  part  of  the  State  abounds  with  minerals. 
Nearly  one-third  of  the  gold,  silver,  copper  and  lead 
mined  in  America  comes  from  Montana.  The  State  has  an 
annual  production  of  $4,500,000  in  gold,  $19^^  millions 
in  silver,  $14  millions  in  copper,  and  $1  million  in  lead,  and 
in  consequence  numerous  mining  centres  have  sprung  up  some 
of  which  have  acquired  an  almost  world-wide  reputation. 
Helena,  containing  15,000  inhabitants,  is  one  of  the  prin- 
cipal silver  towns  of  the  United  States ;  it  is  situated 
in  a  ravine  named  Last  Chance  Gulch,  out  of  which  nearly 
$30,000,000  worth  of  costly  minerals  have  been  taken, 
and  mining  is  still  going  on  in  the  surrounding  neighbour- 
hood at  an  increasing  pace.  Near  Helena  we  find  Butte 
City,  equally  famous  as  a  mining  centre,  but  more  noted 
for  its  copper  smelting  works,  the  annual  output  of  which 
represents  some  $23,000,000 ;  the  most  famous  copper  mines 
in  the  vicinity  are  the  Anaconda  mines.  The  growth  of 
Montana  is  of  recent  date.  In  1870  there  were  only  twelve 
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miles  of  railroad,  and  the  population  numbered  less  than 
5,000.  At  present  the  number  of  inhabitants  is  132,00u, 
and  there  are  1,500  miles  of  railway,  the  Union  Pacific, 
Great  Northern  and  Northern  Pacific  being  in  control  of  all 
Unes  of  any  consequence. 

The  State  of  Wyoming  lies  South  of  Montana,  and  is  also 
traversed  by  the  Rocky  Mountains,  which  run  from  the  North- 
west to  the  South-east.  The  Eastern  district  contains  many 
ranches,  while  the  mountainous  part  produces  a  great  quan- 
tity of  minerals,  the  output  of  which,  however,  is  not  nearly 
so  important  as  that  of  Montana.  Among  others  the  State 
contains  the  Yellowstone  National  Park,  which  is  some  3,500 
square  miles  in  extent,  contains  many  marvels  of  nature, 
and  possesses  scenery  which  places  it  among  the  most  noted 
pleasure  resorts  of  the  country.  The  only  town  of  any 
importance  is  Cheyenne  (pop.  12,000)  on  the  Union  Pacific, 
and  the  latter  is  the  only  railroad  in  the  State  if  we  except 
a  small  part  of  the  Fremont,  Elkhom  and  Missouri  Valley 
RR.  of  the  Ch.  &  N.W.  system. 

__  South  of  Wyoming  lies  Colorado,  with  her  capital,  Denver, 
the  ^  Queen  City  of  the  Plains,'  situated  at  the  Western 
extremity  of  the  Mississippi  Valley  and  in  sight  of  the  Rocky 
Mountains,  though  some  30  miles  distant  therefrom.  Denver 
is  the  commercial  centre  of  the  most  proUfic  mining  state 
of  the  country,  and  of  increasing  importance  as  a  seat  of 
industries  which  distributes  its  produce  throughout  the  Pacific 
States.  It  is  connected  with  the  East  by  five  direct  routes,  and 
with  the  Pacific  coast  by  three.  At  the  same  time  it  is  the 
terminus  to  which  the  Colorado  Midland  and  Denver  and 
Rio  Giande  railroads  carry  the  minerals  which  they  collect 
in  the  numerous  camps  to  be  found  in  the  Rocky  Mountains. 
The  value  of  the  gold  and  silver  mined  in  Colorado  exceeds 
$300,000,000,  one-thu'd  of  which  was  turned  out  during 
the  boom  years  1880—1885,  and  to  this  enormous  total  the 
Leadville  district  contributed  over  $100,000,000.  The  value 
of  the  silver  produced  exceeds  that  of  the  gold  by  75  per 
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cent,  and  the  mines  of  the  State  keep  1,200  stamps  going. 
In  addition  to  the  mineral  deposits  there  are  some  40,000 
square  miles  of  coalfields,  the  seams  of  which  average  about 
five  feet  in  thickness ;  there  are  at  present  50  mines  employing 
4,500  men,  and  the  annual  production  amounts  to  about 
2,000,000  tons.  The  major  portion  of  the  coal  is  bituminous, 
but  good  anthracite  is  also  found.  The  Eastern  part  of  the 
State  consists  entirely  of  plains,  and  is  exclusively  agricultural; 
the  value  of  farm  products  is  stated  to  be  $12,000,000  per 
annum. 

New  Mexico  presents  very  much  the  same  characlfeiistics 
as  Colorado,  although  it  is  far  less  mountainous.  The 
development  of  this  State  has  only  recently  been  taken  in 
hand  in  an  energetic  manner,  but  for  all  that  it  enjoys  the 
distinction  of  being  the  oldest  settlement  in  the  United 
States— Santa  Fe,  the  State  capital,  having  been  founded 
by  the  Spaniards  as  early  as  1598.  The  State  contains 
many  mines,  notably  in  the  North,  where  500,000  tons  of 
coal  are  brought  to  the  surface  annually,  and  produces  bul- 
lion to  the  value  of  $9,000,000  per  annum  as  well  as  $700,000 
worth  of  copper.  The  principal  towns  are:  Santa  Fe  (pop. 
8,000)  Albuquerque,  (pop.  7,500)  and  Las 'Vegas,  a  rising 
town  with  a  growing  iron  industry  (pop.  6,000). 

Arizona^  lying  to  the  West  of  New  Mexico,  is  part  of 
the  barren  waste  which  continues  throughout  TJtali^  Nevada^ 
Idaho,  and  part  of  Oregon  and  Wcv^hington,  The  entire 
country,  even  in  its  best  season,  presents  hardly  any  vege- 
tation, and  consists  for  the  greater  part  of  sandy  soil  with 
rocks  of  peculiar  formation  protruding  from  the  surround- 
ing surface  to  an  altitude  of  hundreds  of  feet.  It  is  said 
that  the  greater  part  of  this  desert,  which  covers  some  half 
a  million  square  miles,  could  be  turned  into  a  fertile  country 
if  a  proper  irrigation  could  be  provided  for,  and  as  the  moun- 
tain ranges  which  form  its  Eastern  and  Western  boundaries 
contain  a  sufficient  amount  of  water,  some  people  express 
the  hope  that  this  desert  will  not  always  remain  the  desolate 
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region  it  is  now.  Here  and  there  the  country  contains 
fertile  valleys  which  are  rapidly  developing  into  populous 
districts,  the  best  known  of  these  being  the  Utah  Valley, 
which  contains  Salt  Lake  City,  Ogden  and  other  towns. 
Further  North,  along  the  banks  of  the  Snake  River,  we 
find  other  young  cities  springing  up,  but  the  region  Will 
never  reach  anything  like  the  prosperous  condition  of  the 
Mississippi  Valley.  It  is  otherwise  with  the  country  situated 
West  of  the  Sierras  and  the  Cascade  Mountains,  and  with  the 
district  adjacent  to  the  ColumbiaRiver  and  its  tributaries,  which 
contains  the  famous  farming  district  of  Washington.  Around 
Wallah- Wallah,  Spokane  Falls,  etc.,  are  to  be  found  wheat 
lanjds  which  vie  in  fertility  with  the  celebrated  Red  River 
Valley,  situated  some  1,000  miles  further  Kast,  and  attract  a 
steady  stream  of  immigrants  that  causes  the  population  of  the 
district  to  grow  at  a  marvellous  pace.  The  Pacific  North- West, 
which  includes  Washington  and  Oregon,  is,  however,  equally 
noted  because  of  the  great  advantages  it  offers  to  farmers, 
although  these  States  hitherto  have  been  known  chiefly 
on  account  of  their  immense  and  magnificent  forests,  the 
output  from  which  has  raised  the  country  to  a  timber  pro- 
ducer of  the  first  magnitude. 

The  Pacific  North-West  finds  its  commercial  outlet  in  Port- 
land, situated  about  100  miles  above  the  mouth  of  the  Columbia 
River,  which  is  accessible  to  large  vessels  as  far  as  this  young 
city.  Portland  is  one  of  the  youngest  '  metropoles  in  embryo  ' 
to  be  found  in  the  United  States  Although  barely  twenty 
years  old  it  has  a  population  of  100,000,  and  being  the 
most  booming  town  of  a  booming  region  the  number  of  its 
inhabitants  and  the  magnitude  of  its  trade  grow  almost  daily. 
It  has  a  veiy  active  Chamber  of  Commerce  wliich  advertises 
the  town  throughout  the  United  States  by  means  of 
beautiful  pamphlets  containing  a  mass  of  useful  information 
and  marvellous  figures  pertaining  to  the  growth  and  prospects 
of  this  young  and  thriving  town.  Portland,  however,  has 
several   rivals,  some  of  which,  hke  Astoria,  are  extinct  by 
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this  time,  while  others,  such  as  Seattle  and  Tacoma,  enter 
into  that  curious  competition  which  can  be  observed  so  fre- 
quently among  American  cities,  and  spare  no  efforts  to 
direct  the  trade  of  Portland  to  themselves  and  to  make  their 
city  great  at  the  expense  of  rival  towns ;  each  city  strives 
to  become  the  commercial  capital  of  what  is  undoubtedly 
one  of  the  most  promising  countries  of  the  world,  and  this 
curious  battle  for  supremacy,  though  decided  in  favour  of 
Portland,  causes  amazing  improvements  everywhere,  although 
it  also  brings  over-speculation  and  sometimes  ruin.  The 
Pacific  North- West,  by  the  way,  contains  some  of  the 
finest  mountain  scenery  to  be  found  on  the  North  American 
continent,  and  Mount  Tacoma,  Mount  Hood,  etc.,  offer  sights 
second  to  but  few  in  America. 

South  of  Oregon  lies  the  great  State  of  California^  which 
in  size  is  second  only  to  Texas,  and  covers  an  area  not  far 
short  of  the  eleven  Eastern  States  dealt  with  in  Chap.  XIII. 
As  is  well  known,  California  owes  its  rapid  development  to 
the  gold  craze  which  broke  out  in  1848;  the  mining  popu- 
lation of  those  adventurous  days,  composed  of  members  of 
all  races  and  nations,  laid  the  foundation  of  that  steady 
progress  and  marvellous  prosperity  which  has  rendered  this 
commonwealth  worthy  of  the  soubriquet  of  the  '  Golden 
State.'  The  production  of  minerals  is  still  continued  on  a 
vast  scale,  but  in  addition  the  brilliant  climatic  advantages 
have  been  turned  to  good  account,  and  the  State  is  not  only 
a  great  producer  of  fruits  which  are  sent  to  all  parts  of  the 
world,  but  agriculture  fiourishes  to  such  an  extent  that 
Californian  wheat,  Californian  wool,  and  dozens  of  other  pro- 
ducts have  become  well  known  in  the  world's  markets.  In 
San  Francisco  California  possesses  a  city  which  in  beauty 
and  comparative  wealth  hardly  finds  a  parallel  among  her 
American  sisters,  and  which  owing  to  her  advantageous 
situation  on  the  Golden  Gate  will  undoubtedly  develop  into 
the  New  York  of  the  Pacific  coast. 

In  the  Southernmost  portion  of  the  State  the  fruit  belt  has 
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produced  another  rising  town,  Los  Angeles,  which  is  just  re- 
covering from  the  severe  reaction  following  a  boom  that  reached 
its  height  a  few  years  ago.  Practically  the  same  can  be  said  of 
all  towns  along  the  Pacific^  coast,  from  Seattle  in  the  North 
to  San  Diego  in  the  South.  Devotion  to  booming  is  a  general 
characteristic  of  the  Westerner,  and  although  he  knows  that 
depression  and  even  disaster  are  sure  to  follow  inflated  condi- 
tions he  is  always  ready  to  avail  himself  of  an  opportunity 
to  boom  any  given  district,  town,  or  business  '  for  all  it  is 
worth.'    The   feverish  excitement  occasioned  by  these  booms 
surpasses  European  comprehension;  there  have  been  times  in 
Portland,  Seattle  and  Tacoma  when  real  estate  reached  prices 
rarely  quoted  even  in  the  world's  greatest  capitals.  Yet  it  is 
evident  that  a  country  which,  like  Oregon  and  Washington, 
contains  a  population  of  but  650,000,  cannot  maintain  three 
cities  like  Portland,  Seattle  and  Tacoma,  which  all  strive  to 
become   large    and   important  towns.    For  the  moment  the 
inflated  condition  may  have  the  appearance  of  genuine  growth, 
but  the  delusion  never  lasts  long,  and  there  soon  follows  that 
reaction  which,  when  once  entered  upon,  causes  a  depression 
as   violent  and  extraordinary  as  the  boom  that  preceded  it. 
The   greater  part  of  the  United  States  has  at  one  time  or 
another   been  subject  to  these  strange  outbursts  of  exagge- 
rated business  activity.    As  a  rule  their  virulence  gradually 
becomes   less   pronounced  in  the  same  degree  as  a  district 
matures,  and  when  business  has  once  established  itself  on  a 
sound  basis  they  are  no  longer  witnessed.  In  the  East,  for 
example,  booms  in  the  Western  sense  are  never  heard  of  now-a- 
days.  In  the  Central  States  they  can  still  occasionally  be  found 
in   a  modified  form,  but  there  too  the  tendency  to  promote 
them  gradually  vanishes  under  the  influence  of  settled  con- 
ditions.   In   the  West,  however,  where  development  is  still 
in  its  earliest  stages  while  business  conditions  have  not  yet 
found  a  stable  basis,  booms  are  of  very  frequent  occurrence, 
despite   the   certainy   that  a  reaction  will  ensue  which  will 
not   only  counterbalance  all  benefits  derived  from  the  arti- 
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ficial  inflation,  but  may  even  interfere  seriously  with  healthy 
development.  The  severe  fluctuations  to  which  American 
business  is  subject  find  their  origin  chiefly  in  the  frequent 
booms  and  then*  reactions. 

Nobody  will  deny  that  the  Pacific  States  as  a  whole  offer 
the  greatest  prospects.  Excepting  the  desert  between  the 
two  mountain  ranges  the  country  has  undoubtedly  entered 
upon  an  era  of  development  which  within  a  few  years  will 
enhance  its  importance  to  an  extent  not  even  remotely  an- 
ticipated in  Europe,  and  perhaps  not  fully  reaUsed  in  the 
Eastern  part  of  the  United  States  itself.  The  mountain 
States  with  then*  mineral  wealth,  salubrious  chmate,  and  fer- 
tile districts  will  grow  into  vigourous  commonwealths  wliich 
in  course  of  time  cannot  fail  to  reach  the  same  commercial, 
industrial  and  agricultural  importance  as  Pennsylvania  and 
New  York ;  and  the  same  holds  good  of  the  Pacific  slope, 
where  there  are  fewer  minerals  but  vaster  agricultural  re- 
sources. The  latter  can  be  easily  thrown  upon  the  world's 
markets  at  a  cost  considerably  below  that  at  which  the  pro- 
duce of  inland  regions  like  Kansas  and  Nebraska  can  be 
transported  to  the  seaboard.  The  Pacific  ocean  gives  cheap 
communication  with  Europe,  although  the  necessity  of  doub- 
ling Cape  Horn  renders  the  distance  much  greater  than  it 
would  be  if  the  produce  could  avail  itself  of  the  transconti- 
nental railways  going  direct  across  to  the  ports  of  the  At- 
lantic. But,  as  will  be  seen  in  a  succeeding  chapter,  the 
cost  of  railway  transportation  is  so  high  in  these  States 
that  railroads  are  not  in  a  position  to  compete  for  tliis 
traffic  with  the  vessels  that  cover  some  14,000  miles  to 
reach  New  York;  and  the  fruit  of  Southern  California, 
although  it  does  not  require  such  a  low  tariff  as  cereals, 
cannot  be  sold  in  the  Eastern  markets  unless  sent  thereby 
water.  To  such  an  extent  do  railway  rates  enhance  the 
cost  that  it  is  impossible  for  Californian  grapes  to  compete 
in  Chicago  with  those  brought  all  the  way  from  Spain. 

The  enormous  distances,  however,  by  no  means  prevented 
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American  enterprise  from  embarking  upon  those  vast  . 
undertakings  known  as  the  Pacific  roads.  The  first  of  these, 
the  Union  and  Central  Pacific,  were  built  chiefly  for  mihtary 
purposes,  and  probably  their  construction  would  have  been 
deferred  for  many  years  yet  to  come  had  not  President 
Lincoln  used  his  personal  influence,  and  in  addition  pledged 
the  most  effective  financial  support  of  the  Government,  in 
order  to  complete  it.  Connecting  in  Omaha  with  the  Chi- 
cago and  Northwestern,  the  Union  Pacific  runs  in  an  almost 
straight  line  to  Ogden,  where  it  meets  the  Central  Pacific 
for  San  Francisco,  and,  as  Mr.  Alldace  F.  Walker  has  pointed 
out  in  a  recent  number  of  a  transatlantic  review,  in  which 
he  described  the  opening  of  the  first  Pacific  road,  the  com- 
pletion of  the  iron  link  between  the  Atlantic  and  the  Pacific 
was  an  event  well  deserving  of  the  national  rejoicing  it 
gave  rise  to.  The  Union  Pacific,  however,  did  not  enjoy 
its  monopoly  for  many  years.  The  Northern  Pacific  and 
Southern  Pacific  soon  began  to  compete  with  it,  their 
construction  being  stimulated  partly  by  Government  advances 
and  partly  by  land  grants  amounting  to  entire  empires.  Not 
less  than  200,000,000  acres  of  land  were  given  at  one  time 
or  another  to  railroads  West  of  the  Mississippi  river,  and 
the  greater  portion  of  this  vast  tract  became  the  property 
of  the  Pacilic  roads.  Gradually  five  distinct  and  different 
transcontinental  routes  came  into  existence.  The  Union  Pacific 
completes  a  through  connection  between  Omaha,  Denver 
and  Portland,  and  connects  with  San  Francisco  by  the 
Central  Pacific;  the  Atchison  directly  joins  Los  Angeles 
with  Denver,  Chicago  and  St.  Louis,  and  the  Southern  Pacific 
leads  from  New  Orleans  to  the  Golden  Gate;  the  Northern 
Pacific  connects  Chicago  and  St.  Paul  with  Puget  Sound. 
The  Great  Northern,  starting  from  St.  Paul,  is  now  rapidly 
extending  its  lines  to  the  same  goal,  and  in  addition  to  these 
five  routes  the  Canadian  Pacific^  which  directly  links  the 
Atlantic  to  the  Pacific,  constitutes  a  connection  with  the 
Pacific  Coast  which,  owing  to  the  protection  afforded  to  it 
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by  the  Canadian  Government,  effectively  competes  for  traffic 
between  East  and  West.  The  distance  between  these  lines 
sometimes  exceeds  1,500  miles,  one  running  in  the  extreme 
North  of  the  country,  the  other  in  the  extreme  South;  yet 
so  immense  is  the  size  of  the  region  that  it  matters  very 
little  to  a  traveller  who  has  to  proceed  from  New  York  to 
San  Francisco  whether  he  goes  by  way  of  New  Orleans  or 
by  way  of  Canada ;  and  between  Chicago  and  San  Francisco 
the  choice  lies  between  half  a  dozen  different  roads. 

All  railroads  in  this  section  are  through  routes,  the  only 
exception  being  the  Denver  and  Rio  Grande  and  its  connec- 
tion, the  Denver  and  Rio  Grande  Western.  Most  roads  have 
built  branches  at  various  points  to  stimulate  local  traffic; 
for  example  the  mining  towns  of  Montana  have  attracted 
the  Great  Northern,  Northern  Pacific  and  Union  Pacific.  In 
the  Pacific  Northwest,  again,  the  Union  Pacific  and  Northern 
Pacific  have  numerous  branches  extending  to  Wallah- Wallah, 
Spokane,  etc.,  and  both  the  Paget  Sound  and  the  Columbia 
River  districts  are  well  provided  with  local  lines;  yet  the 
Denver  and  Rio  Grande  is  the  only  road  the  traffic  of  which 
can  be  called  primarily  local.  This  railway  has  been  built 
at  great  cost  through  the  Rocky  Mountains,  the  canons  and 
valleys  of  which  it  follows.  No  other  railroad  in  the  world 
except,  perhaps,  the  Central  Pacific,  offered  such  formidable 
obstacles  to  the  engineer,  but  the  enterprise  which  produced 
this  unique  mountain  line,  partly  consisting  of  narrow  gauge 
tracks,  was  not  to  be  set  at  bay  by  the  canons,  peaks  and 
passes  of  what  is  undoubtedly  one  of  the  most  striking  ranges 
of  mountains  in  the  world,  well  deserving  the  name  of "  the 
Crest  of  the  Continent'' 


CHAPTER   XLV. 

THE  UNION  PACIFIC. 

The  resolve  of  the  United  States  Government  to  grant  the 
Pacific  raih*oads  that  potent  support  to  which  we  drew 
attention  at  the  close  of  the  preceding  chapter  was  an  out- 
come of  the  peculiar  cu*cumstances  that  prevailed  in  the 
railway  world  about  1860.  At  that  period  those  who  de- 
voted themselves  to  the  construction  of  new  arteries  of  trade 
had  between  Chicago  and  the  Missouri  River  an  extensive 
field  offering  vast  scope  for  judicious  enterprise,  and  there  was 
no  necessity  to  embark  upon  more  venturesome  undertakings 
such  as  lines  West  of  the  Missouri  would  probably  be.  This 
circumstance  alone  would  have  been  sufficient  to  deter  people 
from  building  roads  to  and  beyond  the  Rockies,  but  there  were 
additional  reasons  which  would  have  delayed  the  construction 
of  the  first  Pacific  road  for  many  years.  In  the  first  place  there 
was  next  to  no  population  West  of  the  Missouri  River,  nor  was 
there  any  prospect  of  an  early  settlement,  for  the  great 
distance  from  the  country's  markets  would  severely  handicap 
those  regions,  while  in  addition  better  lands  could  be  had 
for  the  mere  asking  in  closer  proximity  to  the  seaboard.  In 
the  second  place  roads  to  the  Pacific  coast  had  to  traverse 
a  vast  stretch  of  country  which  held  out  no  promise  of 
ever  supplying  a  remunerative  traffic.  Thirdly,  the  necessity 
of  traversing  the  Rocky  Mountains  and  the  Sierras  involved 
a  large  expenditure  to  which  earnings  would  not  Be  com- 
mensurate. It  is  true  that  direct  communication  with  Cali- 
fornia, even  at  that  time  a  prosperous  commonwealth,  would 
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5  j '  liavc  been  appreciated  by  the  commercial  communitj'  and  the 

\,  travellintr   public;    in    addition,  railways  from  the  Atlantic 

to  the  Pacific  coa.st  mi^rht  reasonably  expect  to  become  part 
of  a  fast  through  route  between  Europe  and  the  Eastern 
shore   of  Asia,    but   the  great  cost  involved  in  building  a 

\  \  line  across  a  thousand  miles  of  desert,  the  comparative  small- 

ncss  of  prospective  traffic  with  the  Pacific  coast,  and  other 
considerations  to  which  we  have  just  alluded,  were  sufficient  to 
place  a  check  ujmn  the  enterprise  even  of  those  daiing  spirits 
who  first  conceived  the  idea  of  a  transcontinental  railroad. 
The  Government,  on  the  other  hand,  had  weighty  reasons 
for  favouring  the  constmction  of  a  similar  liighway  of  trade 
and  travel.  The  war  had  accentuated  the  disadvantages 
aiising  from  the  impossibility  of  moving  troops  rapidly  to 
the  1^'ar  West,  but  it  was  not  only  military  considerations 
wliicli  led  the  Government  to  wish  for  a  less  tedious  means 
of  intercourse:  the  requirements  of  peace  exerted  an  even 
more  powerful  influence  than  those  of  war.  By  1860  Cali- 
fornia had  grown  into  a  State  of  no  mean  importance.  The 

I'  gold  fever  had  subsided,  and  the  population  was  reaching  a 

state  of  conversion  from  a  mining  to  a  commercial  and 
agricultural  community.  The  climatic  advantages  of  the  State 

I  began  to  assert  themselves,  and  the  growing  commercial  and 

industrial  activity  called  for  frequent  eonnnunication  with 
the  East.  In  those  days  mails  and  passengers  were  carried 
by  stage  coaches  across  the  Sierras,  the  -\merican  desert, 
and  tlic  Rocky  Mountains.  Tlic  necessity  of  conveying  mails 
and  transporting  troops  involved  the  Government  in  an 
expense  exceeding  $7,000,000  per  annum,  and  in  addition  the 
Indians  as  well  as  the  outlaws  who  dwelt  in  the  Far  West 
betwf»en  the  pniii'ie  and  the  coast  range  endangered  the  safety 
nl'  persons  and  property.  The  strategical  and  commercial  dis- 
advantages of  the  lack  of  railroad  communication  with  the 
W'esteminost  pai'ts  of  the  Union,  therefore^  were  forcibly 
impi'ossed  upon  the  Government  of  l^resident  Lincoln,  who 
was  as  anxious  to  jnoniote  the  military  and  political  interests 
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as  to  provide  for  the  commercial  needs  of  the  country.  This 
being  so,  he  took  an  opportunity  which  offered  itself  in  1861, 
when  he  met  General  G.  M.  Dodge  at  Omaha.  This  gallant 
gentleman  was  well  acquainted  with  the  Far  Western  country, 
and  his  thorough  knowledge  of  the  West,  his  judgment,  and 
liis  shrewdness,  made  such  a  favourable  impression  upon  the 
*  martyr  President '  that  the  latter  commissioned  him  to  enquire 
into  the  feasibility  of  constructing  a  railroad  to  the  Pacific 
Coast;  and  General  Dodge's  report  being  of  a  reassuring  charac- 
ter, steps  were  at  once  taken  to  inaugurate  the  scheme,  which 
by  the  beginning  of  1862  had  ripened  so.  far  that  the  matter 
could  be  laid  before  Congress.  On  July  1st  of  the  same  year  the 
representative  body  of  the  United  States  passed  a  bill  granting 
the  right  of  way  across  all  pubUc  lands  to  the  Union  Pacific, 
Central  Pacific,  and  Western  Pacific  raikoads,  and  giving  the 
most  efficient  State  assistance  to  the  companiesthat  were  to 
build  these  roads.  They  received  alandgrant  of  12,600  acres 
for  every  mile  of  road  completed,  and  Government  advances, 
to  be  paid  in  United  States  bonds,  amounting  to  $16,000, 
$32,000  and  $48,000  per  mile,  the  amounts  varying  because 
the  cost  of  construction  was  of  course  higher  in  the  mountains 
and  the  desert  than  in  th,e  prairie.  The  railroad  companies 
undertook  to  repay  the  advances  of  the  Government  within 
30  years,  and  the  loans  from  the  Government  were  secured 
by  a  first  hen  upon  the  property.  Subsequently  the  Government 
gave  still  further  assistance,  for  when  the  Central  and  Union 
Pacific  reqmred  more  funds  than  those  given  by  Congress 
the  latter  passed  an  Act  authorising  the  issue  of  bonds 
which  would  enjoy  precedence  over  the  claim  of  the  Govern- 
ment, so  that  the  lien  of  the  latter  was  converted  into  a 
second  mortgage.  It  was  conditional  that  through  communi- 
cation should  be  completed  by  July,  1876,  but  construction 
was  pushed  forward  so  energetically  that  the  line  was  opened 
on  May  10th,  1869  —  a  red-letter  day  in  the  history  of  the 
United  States,  where  the  event  gave  rise  to  national  rejoicings. 
At   the  time   of  its   completion  the  Union  Pacific  had 

40* 
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a  length  of  1,042  miles,  and  ran  from  Omaha  to  Ogden, 
where  it  connected  with  the  Central  Pacific  for  San  Francisco. 
In  1880  it  absorbed  the  Kansas  Pacific  Railway,  connecting 
Kansas  City  with  Denver,  and  the  Denver  Pacific,  which 
went  from  Denver  to  Cheyenne,  on  the  main  line ;  and  these 
two  roads  have  since  remained  prominent  parts  of  the  Union 
Pacific  system  proper.  A  number  of  other  lines,  notably 
in  Kansas,  Nebraska,  and  the  Colorado  mining  region,  have 
been  added  in  course  of  time,  though  most  of  these  addi- 
tions are  merely  local  branches ;  the  acquisition  of  the  Oregon 
Short  Line,  Utah  Northern,  and  the  roads  of  the  Oregon 
Railway  and  Navigation  Company,  however,  gave  the  U.  P. 
direct  access  to  the  Pacific  coast  and  to  all  important  points 
in  the  Pacific  Northwest  and  the  Montana  mining  region. 
In  consequence  the  system  now'  embraces  8,148  miles,  7,627 
of  which  are  directly  operated,  and  connects  Kansas  City, 
Leavenworth,  Atchison,  St.  Joseph,  Omaha  and  Sioux  City 
with  Denver,  Cheyenne,  Ogden,  and  Portland.  There  are 
also  numerous  branches  in  the  Washington  wheat  district, 
Utah,  the  Montana  and  Rocky  Mountain  mining  regions, 
and  the  Nebraska  corn  belt;  while  another  Une  known  as 
the  Union  Pacific,  Denver  and  Gulf  Railway  forms  the 
only  direct  communication  between  Denver  and  Fort  Worth 
in  Texas. 

The  Union  Pacific  system  is  composed  of  the  roads  of 
the  Union  Pacific  Railway  Co.  (1,821*86  miles)  arid  auxil- 
iary lines  (6,326*12  miles).  The  system,  having  a  total 
length    of  8,147-98  miles,  comprises  the  following  roads : — 
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Union  Pacific  Railway 1,821-86  miles. 

Carbon  Cut-Off  Railway 19*17  „ 

Denver  &  Boulder  Valley  Railroad    ....  26*97  „ 

Denver,  Leadville  &  Gunnison  Railway.     .     .  324*72  „ 

Echo  &  Park  City  RaUway 30*10  „ 

Junction  City  &  Fort  Kearney  Railway.     .    .  88*00  „ 

Kansas  Central  Railroad 165*49  „ 

Laramie,  North  Park  &  Pacific  Railroad    .     .  13*36  „ 

Omaha  &  Republican  Valley  Railway     .     .     .  482*05  „ 

Oregon  Short  Line  &  Utah  Northern  Railway  1,4;24*84  „ 

Oregon  Railway  &  Navigation  Rail  Lines  .    .  1,059*33  „ 

St.  Joseph  &  Grand  Island  Railroad  ....  251*06  „ 

Kansas  City  &  Omaha  Railroad     .  *  .     .     .     .  193*68  „ 

Salina  &  Southwestern  Railway    .*....  35-47  „ 

Solomon  Railroad 57-04  „ 

Union  Pacific,  Denver  &  Gulf  Railway  .     .     .  984*45  „ 

Fort  Worth  &  Denver  City  Railway.     .     .     .  469*15  „ 

Union  Pacific,  Lincoln  &  Colorado  Railway     .  225*35  „ 

7,672-09      „ 
Central  Branch  Union  Pacific  Railroad,  including 

its   Leased  Lines  (Leased  to  Mo,  Pac)    .     .         381*19      „ 
Montana  Union  Railway   .     .     .       72*22  miles. 
Manhattan,  Alma  &  Burling.  Ry.      56*62     „ 
Leavenw.,Topeka&Southw.  Ry.      46-57     „ 

The  Union  Pac.  one-half  Int.  in     175*41     „     =       87*70      „ 

475*89      „ 

Total 8,147*98      „ 

Two  matters  in  especial  have  exerted  a  most  powerful 
influence  upon  the  affairs  of  the  Union  Pacific:  the  policy 
of  extension   and  the  debt  to  the  Government. 

The  latter  originated  in  advances  to  the  amount  of 
$33,539,512,  made  by  the  Government  in  its  own  bonds 
in  order  to  provide  the  capital  which,  under  the  peculiar 
conditions  of  the  sixties,  private  enterprise  could  never 
have  been  expected  to  supply;  this  sum  has  been  augmented 
since  by  the  interest  at  6  per  cent.,  and  diminished 
by    the    sinking   fund    created   under   the   Thurman   Act. 
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This  last  enactment,  passed  in  May,  1878,  was  the  result  of 
several  differences  that  had  arisen  between  the  company  and 
the   Government  owing  to  conflicting  interpretations  of  the 
conditions    upon    which   Congress  had   granted   the   State 
subsidy.    At   first   it   had   been   stipulated  that  instead  of 
the   company  paying  the  annual  interest  as  it  fell  due,  the 
Government   should   receive  5  per  cent,  of  net  earnings  in 
addition  to  which  it  was  to  retain  one-half  of  the  sums  due 
to  the  railway  for  the  transportation  of  mails  and  troops. 
The  Government  understood  net  earnings  to  be  traffic  receipts 
less  operating  expenditure,  but  the  company  said  net  earnings 
meant   that  revenue  which  remained  after  first  charges  had 
been   met,    and,   moreover,  whereas  the  Federal  authorities 
claimed  5  per  cent,  of  the  net  earnings  of  all  lines,  the  manage- 
ment said  that  such  percentage  was  to  be  paid  only  of  the 
earnings   of  the   main   lines.     Owing   to   these   and  other 
differences   which   found   their   parellel   in  the  case  of  the 
Central  Pacific  (g.  v.)  the  Thurman  Act  was  passed.    This 
enactment,  the  lawfulness  of  which  was  denied  by  the  company 
but   upheld   by  the   U.  S.    Supreme  Court,  stipulated  that 
the  company   should  pay  to  the  U.  S.  Treasury,  on  behalf 
of  the   sinking  fund:  one-half  of  the  transportation  charges 
due   to    the   Government,    and   in   addition   $850,000   per 
annum  or  such  amount  as  should  be  required  to  make  the  sum 
paid  into  the  sinking  fund  equal  one-fourth  of  the  net  earnings 
of  all  subsidised  lines.     This  Act  has  been  in  operation  ever 
since  it  was  passed,  and  under  its  stipulations  $12,247,125 
have  been  accumulated,  which  are  absolutely  inaccessible  to 
the  company  except  in  case  it  should  be  unable  to  meet  the 
annual  interest  requirements  of  those  bonds  which  enjoy  pre- 
cedence over  the  Government's  claim ;  the  latter,  as  we  have 
seen   above,  is  classed  as  a  second  mortgage.    The  sinking 
fund,  however,  proved  inadequate  to  prevent  a  considerable 
amount  of  'interest  due  to  the  Government'  from  accumulating, 
and  hence  the  indebtedness  to  the  U.  S.  Treasury  increases  con- 
stantly. Besides  principal  there  was  due,  on  December  31st, 
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1891,  for  interest  less  sinkiDg  fund,  $17,405,683,  which 
brings  the  total  debt  to  the  Government  to  $50,945,000,  dae 
within  the  next  years.  It  is  obvious  that  the  company  is  in 
no  position  to  redeem  this  vast  obligation,  and  in  conse- 
quence it  has  opened  negotiations  with  the  Treasuiy  that 
have  caused  the  matter  to  be  placed  in  the  hands  of  a 
Committee  of  Congress  which  has  it  under  discussion  now. 
The  Government's  claims  are  so  weU  established  and  so  just 
that  nobody  has  ever  suggested  that  the  nation  should  waive 
their  rights;  and  as  the  Government  has  several  grievances 
against  Pacific  roads  in  general  and  against  the  Union  Pacific 
in  particular^  it  has  no  inducement  to  be  very  liberal  or 
lenient.  Nevertheless  there  is  a  disposition  to  treat  the  com- 
panies as  well  as-  circumstances  permit,  and  nobody  need 
fear  that  the  Government  will  be  too  severe  with  them.  It 
wiir  no  doubt  extend  the  period  at  which  the  debt  falls  due, 
and  may  even  reduce  the  rate  of  interest,  although  it  would 
be  unreasonable  and  unwise  to  expect  the  Treasury  to  meet 
all  the  wishes  of  the  management  of  the  company.  The  pros 
and  cons,  of  this  question  are  so  fully  discussed  in  official  docu- 
ments that  the  author  feels  he  can  adopt  no  better  course  than 
insert  here,  first,  the  arguments  advanced  by  the  late  Mi*. 
Sidney  Dillon,  the  road's-  president,  before  the  Senate  Com- 
mittee on  Pacific  roads  (17th  January,  1891)  and,  second,  the 
reports  for  1890  and  1891  which  the  five  Government  directors 
filed   with  the  Secretary  of  the  Interior  in  1891  and  1892. 

Arguments  advanced  by  the  late  J/r.  Sidney  Dillon,  president,  tchen  he  met  the  Senate 
Committee  on  Pacific  roads.  17lh  January ^  1891. 

" This  debt  must  be  paid  out  of  the  net  earnings  of  the  road,  and  these 

■earnings  must  be  extracted  from  the  agricultural,  commercial,  and  mining  popu- 
lation tributary  to  it.  There  is  no  other  source  from  which  the  money  can  be 
obtained.  The  smaller  the  annual  requirement  of  the  company  is,  the  greater 
the  company's  ability  to  render  cheap  service  to  the  people  along  the  line  of 
its  road  and  to  extend  railway  facilities  to  new  and  tributary  regions.  I  cannot 

^  But  for  the  malpractices  perpetrated  upon  the  Pacific  roads  by  their  pro- 
moters and  earlier  directors  (see  p.  126)  fixed  charges  would  be  much  smaller 
now  and  consequently  the  roads  would  have  been  in  a  position  to  meet  their 
obligations  towards  the  Government. 
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tell>  and  no  living  man  can  tell,  what  the  eaniing  capacity  of  the  Union 
Pacific  will  be  for  the  next  50  or  even  10  years,  and  we  feel  that  the  company 
ought  not  to  enter  into  a  solemn  contract  With  the  Government  to  pay  more 
than  it  is  reasonably  certain  it  will  be  possible  for  it,  nnder  all  conditions,  to 
pay.  I  know  to-day  the  extent  of  the  competition  to  which  the  Uilion  Pacific 
Company  is  subjected.  I  know  within  the  last  year  or  two  this  competition 
has  been  greatly  increased  by  the  opening  of  new  and  rival  lines.  It  is  certain 
that  the  competition,  as  it  exists  to-day,  will  never  be  diminished.  It  is  to  be 
feared  that  it  will  increase.  What  development  in  the  way  of  new  and  rival 
lines  to  the  Union  Pacific  will  be  made  within  the  next  50  years  no  man  can 
foresee.  Against  such  rival  lines  the  Union  Pacific  is  in  a  measure  handicapped* 
since  it  has  to  provide  for  a  debt  of  construction  incurred  when  the  cost  of 
labour  and  the  cost  of  materials  was  very  much  greater  than  it  is  to-day.  In 
fact,  I  know  that  the  iron  which  went  into  the  Union  Pacific  and  which  the 
debt  to  the  Government  partially  represents,  cost  over  150  dols.  a  ton,  and  all 
other  materials  and  labour  in  the  same  proportion;  and  one  great  trouble  with 
the  Union  Pacific  to-day  is  that  it  has  to  compete  with  rival  lines  built  on  & 
much  lower  capitalisation,  some  of  them  having  been  bankrupt  companies,  and 
reorganised  on  a  lower  basis.  Such  reorganisation  was  necessary,  because  they 
were  not  able  to  earn  their  fixed  charges,  and  their  interest  debt  had  to  be 
scaled  down  to  an  amount  very  small  in  comparison  with  the  fixed  and  govern- 
mental charges  of  the  Union  Pacific.  These  competing  lines  have  in  some  in- 
stances been  built  or  acquired  at  a  cost  of  only  15,000  dols.  or  20,000  dols.  a 
mile.  The  construction  in  the  near  future  of  the  Nicaragua  Canal,  which  is 
now  before  Congress,  is  quite  probable,  and  with  the  opening  of  that  waterway 
there  would  come  competition  which  would  materially  affect  the  earning  capa- 
city of  the  Union  Pacific  on  transcontinental  business.makingiithepart  of  wis- 
dom for  the  Union  Pacific  to  still  further  extend  and  develop  its  system  in  the 
regions  naturally  tributary  to  it.  Among  other  recent  changes  which  have 
affected  the  earning  capacity  of  the  Union  Pacific  it  may  be  mentioned  that 
during  the  last  summer  the  Atchison  system  purchased  the  Colorado  Midland, 
and,  by  uniting  its  system  with  that  of  the  Colorado  Midland  and  through  a 
connection  with  the  Rio  Grande  Western,  opened  a  rival  route  to  the  Union 
Pacific  from  the  East  to  the  Pacific  Ocean.  This  did  not  exist  when  your 
committee  last  met. 

"Also  since  your  committee  considered  the  matter  the  Denver  and  Rio  Grande 
has  become  a  wide-gauge  road  throughout  its  whole  length  from  Pueblo  to  its 
connection  with  the  Rio  Grande  Western,  The  Atchison  united  with  the  Mid- 
land road  to  build  and  to  extend  that  road  to  the  west  line  of  Colorado,  there 
connecting  with  the  Rio  Grande  Western,  which  has  now  become  a  wide-gauge 
route  to  Salt  Lake,  Ogden,  and  important  Utah  points.  These  two  great  stand- 
ard rival  routes  have  been  developed  since  the  matter  was  before  considered 
not  only  directly  affecting  the  Union  Pacific  by  the  business  they  do  themselves- 
but  enabling  the  Burlington,  the  Rock  Island,  and  other  roads  to  turn  over 
business  to  them  instead  of  to  the  Union  Pacific,  making  strong  competition 
which  did  not  previously  exist.    A  map  will  show  this  at  a  glance. 

"At  the  time  this  matter  was  considered  by  the  committee,  the  Rock  Island, 
the  Chicago,  Burlington  and  Quincy,  and  the  Northwestern  were  local  competitors 
of  the  Union  Pacific,  but  since  that  time,  by  extensions  and  developments  of 
their  systems,  and  by  the  connection  with  the  Atchison  and  Denver  and  Rio 
Grande  roads,  have  become  much  more  important  and  serious  rivals  than  they 
were  at  the  date  when  this  subject  was  considered  by  your  committee. 

"  The  inevitable  effect  of  competition  is  to  diminish  earnings.  The  Union  Pacific 
cannot  control  rates.  It  must  accept  such  rates  as  its  competitors  are  willing 
to  accept  or  lose  the  business.  The  public  is  clamorous  at  all  times  for  low  and 
lower  rates,  and  the  result  of  these  forces  working  together  is  exhibited  in  the 
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fact  that  on  the  Union  Pacific  rates  have  diminished  steadily  on  freight  from 
1.8c.  per  ton  per  mile  in  1884,  when  this  funding  project  originated,  to  1.34c.  in 
1889;  and  on  passengers  from  3.26c.  per  mile  to  2.35c.  during  the  same  period. 
The  rates  in  ISdO  still  further  declined;  so  much  so  that,  if  they  had  remained 
in  1890  the  same  as  in  the  very  year  before,  the  net  earnings  ofthe  Union  Pacific 
would  have  been  more  than  $1,500,000  greater  than  they  actually  were. 

"■  These  statements  are  made,  and  many  more  might  be  added,  to  suggest  the 
possible  and  probable  effect  of  future  developments  and  rivalries,  and  the 
importance  of  keeping  these  facts  in  mind  In  making  an  adjustment;  and  it  is 
submitted  that  in  such  adjustment  the  'Government  should  not  make  such  a 
demand  on  the  company  that  the  company  cannot  safely  assume  to  perform. 
The  company  feels  that  the  Government,  being  made  secure,  should  be  satisfied 
with  a  rate  of  interest  not  greater  ihan  it  can  borrow  money  for  from  others. 
In  view  of  what  this  road  has  done  in  the  way  of  developing  the  resources  of 
the  country,  and  in  view  of  what  the  people  are  demanding  in  the  way  of 
increased  facilities  and  lower  rates,  and  what  the  construction  of  this  road  has 
saved  the  Government  annually  in  the  way  of  transportation,  it  is  submitted 
that  the  Government  ought  to  approve  of  the  plan  of  adjustment  now  suggested 
on  behalf  of  the  company. 

**  The  period  of  liquidation  is  comparatively  unimportant,  and  is  indeed  insig- 
nificant, when  considered  in  connection  with  the  importance  of  having  the 
property  in  condition  to  fulfil  its  obligations  to  the  Government  and  to  the 
public.  Compared  with  this,  whether  the  Government  is  paid  in  50,  75  or  100 
years,  is  a  matter  of  secondary  moment— the  more  so  since  the  extension  is  not 
absolute,  but  on  condition  that  the  company  shall  each  year  pay  without  default 
the  agreed  sum  to  the  Government. 

"*  As  stated  In  the  beginning,  it  has  at  previous  stages  in  the  consideration 
of  this  matter  been  assumed  that  the  company  could  pay  3  per  cent,  and  extinguish 
the  debt  in  fifty  years,  but  it  must  be  remembered  that  such  time  and  rate  were 
the  extreme  limit  of  burden  the  company  could  bear  even  under  the  then  existing 
circumstances  and  conditions ;  and  the  question  is.  Should  the  Government  insist 
on  that  extreme  limit  when  the  chances  are  that  the  ability  of  the  company  to 
meet  such  requirements  will  be  diminished  rather  than  maintained  or  increased  ? 
There  is  no  necessity  for  pressing  such  an  extreme  demand,  because  the  Govern- 
ment does  not  need  the  money.  No  good  purpose  can  be  accomplished  by  exacting 
it,  and  the  Government  is  in  as  good  condition  with  the  debt  fully  secured  and 
paid  within  the  period  of  ICO  years  as  if  it  were  paid  within  a  period  of  50 
years.  But  whatever  opinions  may  have  been  entertained  as  to  the  ability  ofthe 
company  one,  two,  three,  or  four  years  ago,  under  the  then  existing  conditions, 
to  pay  3  per  cent,  and  extinguish  the  principal  in  50  years,  recent  experience,  and 
particularly  the  experience  of  the  past  year,  has  proved  that  the  company's 
officers  failed  to  fully  anticipate  and  appreciate  the  changeable  conditions  of 
railway  properties,  and  over-estimated  the  certain  permanent  net  earning  capacity 
of  the  company  by  under-estimating  the  effects  of  the  competition  that  has  since 
arisen,  and  the  consequent  and  constant  reduction  of  rates.  I  thank  the  committee 
for  the  honour  of  a  hearing.  I  ask  their  careful  and  considerate  attention  to  this 
subject.  We  shall  at  all  times  hold  ourselves  in  readiness  to  give  the  committee 
any  detailed  information  it  may  need." 

From  the  annual  report  for  1890  filed  with  the  Secretary  of  the  Interior  ai  Washington 
hy  Messrs.  George  E.  Leighton,  John.  F.  Plumer,  Jesse  Spalding^  Rufus  B.  Bullock  and 
Joseph  W.  Paddock^  the  Government  directors  of  the  Union  Pacific  Baihoay  Company. 

"Though  the  operations  of  the  Union  Pacific  Railway  system  for  the  year  1890 
resulted  in  a  decrease  of  the  net  earnings  to  the  amount  of  $1,417,962,  we  have 
to  report  that  the  physical  condition  of  the  property  has  been  fairly  well  main- 
tained, the  equipment  both  of  the  main  line  and  the  auxiliary  roads  and  branches 
largely  increased.  For  the  year  1890,  as  compared  with  1889,  the  gross  earnings 


€34  THE  UNION  PACIFIC.  part  viii. 


of  the  Union  Pacific  Railway  increased  $652,643,  while  the  net  earnings  decreased 
$1,011,920.  For  the  same  period  the  gross  earnings  of  all  the  roads  composing 
the  system  increased  $3,379,648,  while  the  net  earnings  decreased  $1,417,962.  For 
the  first  six  months  of  1891  the  same  state  of  facts  is  presented  of  decrease  in 
net  earnings  both  from  the  Union  Pacific  Railway  and  the  system,  though  in  the 
latter  months  a  tendency  to  improvement  is  to  be  remarked,  especially  upon  the 
Oregon  lines,  and  there  is  good  reason  to  anticipate  a  better  result  for  the  year. 

"The  event  of  the  year  to  which  we  feiel  called  upon  to  direct  theattention  of 
the  Department  has  been  the  financial  embarrassment  of  the  company,  brought 
about  by  conditions  impairing  the'  ability  of  the  company  to  carry  its  large 
floating  debt.  The  gross  floating  debt  of  the  company  on  December  31,  1889,  was 
$20,161,000,  and  although  at  times  materially  less  during  the  year  it  reached  on 
December  31,  1890,  $21,400,000.  Of  this  amount  about  $15,000,000  was  the  result 
of  expenditures  and  advances  in  the  construction  of  branch  and  tributary  lines, 
or  the  purchase  of  stock  in  such  lines  for  the  purpose  of  control,  and  was  fully 
represented  by  securities  of  equivalent  or  greater  value  in  the  treasury  of  the 
company.  But  under  the  conditions  of  the  money  market  in  the  autumn  of  1890 
the  company  was  unable  to  dispose  of  them. 

"The  policy  of  the  Union  Pacific  Railway  Company  in  acquiring  control  of 
tributary  lines  we  have  no  hesitation  in  saying  is  absolutely  necessarj^to  the 
prosperity  of  the  system.  It  may  be  doubted  if  the  company  could  have  main- 
tained its  solvency  except  through  such  a  policy.  We  believe  that  as  a  whole  it 
has  therefore  been  wisely,  conservatively  and  honestly  carried  out. 

"In  the  year  1890  about  120  miles  of  new  road,  exclusive  of  sidings,  had  been 
added  to  the  system.  All  this  work  was  immediately  suspended  on  a  first  sug- 
gestion of  financial  danger,  and  has  not  as  yet  been  resumed.  Every  effort  was 
made  to  retrench  expenditure  in  every  department,  and  it  was  hoped  that  no 
extraordinary  measures  would  become  necessary  to  protect  its  credit.  A  crisis 
in  the  financial  affairs  of  the  company  was,  however,  reached  in  August,  1891. 
It  became  impracticable,  if  not  impossible,  to  carry  the  large  floating  debt  any 
longer  through  the  banks  and  trust  companies,  and  it  became  necessary  to  fund 
it,  at  least  for  a  period  sufficient  to  enable  the  company  to  market  its  securities, 
most  of  which  were  already  hypothecated  in  the  temporary  loans.  Measures 
were  adopted  at  the  meeting,  held  on  August  16,  providing  for  the  issue  of  notes 
to  the  amount  of  $24,000,000,  running  for  thi-ee  years,  at  6  per  cent,  which  have 
been  offered  to  the  creditors  at  92>^  per  cent,  and  have,  at  this  date,  we  are 
informed,  been  taken  or  agreed  to  be  taken  by  creditors  and  others  to  the  amount 
9f  about  two  thirds,  thus  relieving  the  finances  of  the  company  from  any  present 
embarrassment.  To  secure  these  notes  the  company  has  pledged  every  available 
asset.  The  deposit  of  securities  has  been  made  with  Drexel,  Morgan  &  Co.,  as 
trustees,  and  the  sale  or  disposition  of  them  and  the  payment  of  the  notes  are 
to  be  under  the  control  and  direction  of  a  committee  of  five,  to  be  composed  of 
three  creditors  and  two  directors  of  the  company,  with  power  to  add  to  their 
number.  A  resolution  was  unanimously  passed  at  the  meeting  requesting  the 
committee  to  add  one  Government  director  to  their  number,  but  we  are  not 
advised  that  any  such  action  has  been  taken.  Both  the  letter  and  spirit  of 
Section  13  of  the  Act  of  July,  1862,  would  seem  to  require  such  representation 
upon  the  committee. 

"The  Government  directors  have,  after  careful  consideration,  reluctantly  con- 
curred in  (he  course  of  action  adopted  as  presenting  apparently  the  only  means 
of  relieving  the  company,  but  we  cannot  but  regret  the  temporary  character  of 
the  provision  for  relief,  and  the  additional  fact  that  it  has  become  necessary  to 
hypothecate  not  only  the  bonds  but  the  stocks  representing  ownership  or  control 
in  the  extensive  coal  properties  and  the  companies  of  the  entire  tributary  system. 
In  a  degree  it  hazards  the  integrity  of  the  system. 

"No  one  can  come  into  a  close  knowledge  of  the  Union  Pacific  Railway  system 
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"Without  being  impressed  with  the  necessity  for  relief  from  the  exactions  and 
limitations  rendered  necessary  by  the  various  statutes  haying  in  view  the  se- 
curity of  the  Government  lien.  But  the  complex  and  involved  methods  arising 
from  branch-guaranteed  collateral  trust  and  indorsed  bonds  has  cost  the  company 
a  vast  amount  of  money,  fairly  stated  in  millions,  which  might  have  been  in  a 
large  degree  saved  if  it  had  been  permitted  to  issue  its  own  direct  obligation 
secured  by  direct  mortgage  upon  its  own  propery.  We  cannot  perceive  that  the 
Government  is  in  any  way  benefited  by  these  limitations.  The  Union  Pacific 
no  longer  occupies  an  exceptional  position.  Except  as  appertaining  to  the  direct 
security  of  the  lien  and  its  payment,  legislation  should  not  harrass  or  burden  it. 
A  sound  public  policy  should,  in  our  judgment,  prompt  the  Government  as  a 
creditor  to  make  such  provision  as  to  time  and  date  of  payment  of  the  principal 
and  the  rate  of  interest  to  be  paid,  as  may  be  within  the  ability  of  the 
company  to  meet ;  but  having  done  this  the  Union  Pacific  should  be  as  free 
and  untrammeled  as  other  lines.  We  do  not  believe  that  the  position  of 
the  Government  as  a  creditor  will  in  any  degree  be  improved  by  delays  in 
such  adjustment;  whilst,  on  the  other  hand,  the  ability  of  the  company  to  dis- 
charge its  obligations  by  such  legislation  as  will  permit  of  a  consolidation  and 
unification  of  the  system,  and  an  extension  of  the  security  of  the  Government, 
either  directly  or  indirectly,  to  the  whole  property. 

"The  nearly  concurrent  maturity  in  the  near  future  of  the  underlying  first 
mortgage  bonds,  of  the  debt  to  the  Government,  and  of  the  collateral  notes 
recently  issued,  aggregating  over  $100,000,000,  is  a  fact  not  to  be  overlooked  or 
disregarded.  It  presents  possible  conditions  which  a  wise  foresight  should  amply 
provide  for,  and  in  abundant  season."  ' 

Referring  to  their  above  remarks,  the  report  for  1892,  which  has  been  submit- 
ted to  the  Secretary  of  the  Treasury  in  September  1821  says  that  the  scheme 
adopted  for  funding  the  floating  debt  into  three-year  collateral  notes  was  enti- 
rely successful  in  its  immediate  purpose  of  relieving  the  company  for  the  time. 
For  the  present  the  company  has  no  floating  debt,  and  is  amply  able  to  meet 
its  interest  and  sinking  fund  charges  from  its  earnings.  But  the  early  maturity 
of  the  collateral  notes,  the  debt  due  the  United  States  and  the  first  mortgage 
bonds  present  a  grave  situation  to  be  provided  for  in  the  near  future.  As  to 
the  collateral  note  trust,  the  board  is  informed  that  of  the  amount  of  notes 
authorized  there  was  issued  ^18,530,000,  and  that  of  the  assets  pledged  with  the 
trustees,  sales  have  been  made  in  the  past  year  to  the  amount  of  S349,000,  wich 
has  been  applied  pro  tanto  to  the  purchase  of  notes,  leaving  a  balance  now 
outstanding  of  $18,181,000,  having  less  than  two  years  to  run.  That  such  a 
small  amount  only  should  have  been  retired  in  a  year  suggests  to  the  board 
that  there  must  be  some  strong  reason  why  the  committee  have  not  accom- 
plished more  fully  the  purposes  in  view  in  the  creation  of  the  trust,  which  by 
its  terms  contemplated  a  liquidation  of  the  notes  as  rapidly  as  may  be  and 
within  the  period."    The  report  further  says; 

•We  think  the  fact  may  as  well  be  stated,  for  it  is  a  fact  apparent  to  the 
slightest  observation  of  the  course  of  this  trust,  as  well  as  of  the  negotiations 
of  the  assets,  however  valuable  they  may  be,  can  be  successfully  conducted  in 
the  face  of  the  uncertaintis  of  the  near  future  growing  out  of  the  relations  of 
the  company  to  the  Government,  However  ample  the  intrinsic  value  of  the 
securities  pledged,  and  they  are  far  more  than  ample,  investors  are  not  disposed 
to  purchase  them  in  the  face  of  possible  complications  of  a  serious  nature  which 
may  paralyze  all  efforts,  however  able,  to  administer  the  property." 

"We  therefore  feel  compelled  to  again'urgethatthepresent  state  of  uncertainty 
should  be  brought  to  an  end.  It  is  disastrous  to  the  security,  to  the  companj' 
and  to  the  general  public.  It  checks  all  progress  and  development,  so  essential 
to  the  States  throng  which  it  passes,  and  to  its  own  healthy  growth,  and  im- 
pairs the  credit   of  the  company  by  keeping  before  security  holders  the  possi 
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bility  of  a  breaking  up  of  the  system.  Unless  some  adjustment;  is  made  we 
can  see  no  probability  of  the  sale  of  the  securities  now  pledged  except  at  prices 
far  below  their  intrinsic  value." 

"Upon  a  fair  and  just  arrangement  for  the  extension  ofthe  debt  due  the  Govern- 
ment we  see  no  reason  why  the  amount  cannot  be  amply  secured  and  finally 
paid  in  full,  but  the  chances  for  securing  this  result  are  not  improved  through 
non-action  or  by  allowing  the  credit  of  the  company  to  be  hopelessly  broken 
or  even  seriously  impaired." 

"On  the  other  hand,  the  sooner  an  agreement  is  reached  the  more  certainly 
will  the  Government  be  secured  and  the  ability  of  the  company  to  pay  be 
firmly  established." 

The  Government  directors  also  refer  to  the  financial 
difficulties  which,  chiefly  arising  from  a  policy  of  extension, 
tlu*eatened  to  involve  the  company  in  a  grave  crisis  which 
was  warded  off  with  apparent  difficulty  in  the  autumn  of 
1891,  when  the  issue  of  $24,000,000  in  promissory  notes, 
secured  by  securities  in  possession  of  the  company,  bearing 
six  per  cent,  interest,  and  due  in  1894,  was  resolved  upon. 
The  report,  as  quoted  above,  gives  sufficient  data  relating 
to  this  measure  to  render  further  reference  to  its  details 
unnecessary,  but  it  will  be  well  to  bear  in  mind  that  the 
issue  of  these  notes  merely  deferred  the  crisis,  and  did  not 
by  any  means  actually  avert  it.  Indeed,  the  entire  financial  con- 
dition of  the  Union  Pacific  is  one  of  more  or  less  anxious 
suspense.  Within  the  next  few  years  three  events  will 
happen  the  course  of  which  cannot  at  presentbe  indicated  in 
spite  of  the  great  importance  that  attaches  to  them.  The 
debt  to  the  Government  will  fall  due  very  soon,  and  there 
is  no  inkUng  as  to  the  method  of  payment  the  Government 
will  propose  or  accept.  The  three  years'  notes  will  be  payable, 
and  although  they  are  amply  secured  by  bonds  of  subsidiary 
companies,  they  practically  constitute  a  floating  debt  which 
must  either  be  paid  or  funded.  In  addition  several  des- 
criptions of  bonds  will  mature  and  must  be  either  extended 
or  replaced  by  others.  With  three  events  of  such  magnitude 
impending  it  would  be  futile  to  enter  into  speculations  with 
regard  to  the  future.  Much  will  depend  upon  extraneous 
conditions,  and  still  more  upon  the  performance  ofthe  property 
itself,    and   most   of  all,    perhaps   upon  the  attitude  of  the 
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management  which,  to  aggravate  matters,  has  passed  into  the 
hands  of  Mr.  Gould.  If  the  next  few  years  provide  a  good 
business,  and  if,  fuiihermore,  nothing  occui's  which  unduly 
depresses  the  money  markets,  the  company  may  be  in  a 
position  to  reorganise  its  capitalisation,  to  reduce  its  annual 
charges,  and  to  propound  a  scheme  which  will  provide  for 
payment  of  the  debt  to  the  Government ;  but  the  possibility 
of  rehef  so  much  depends  upon  a  combination  of  favourable 
circumstances  that  it  seems  to  require  some  optimism  to 
believe  in  a  speedy  estabUshment  of  the  company's  affairs 
upon  a  sound  basis. 

The  subjoined  tables  give  details  of  the  affairs  of  the  com- 
pany. Tables  I.,  II.  and  III.  relate  to  the  U.  P.  railway,  IV. 
and  V  to  the  U.  P.  system.  Items  on  these  are  elucidated 
by  tables  A  to  I  incluisve.  Tables  J,  K  and  L  give 
details  of  bonds,  stock,  earnings,  etc.,  of  all  subsidiary 
companies;  finally,  table  M  shows  what  items  the  freight 
carried  by  the  system  is  composed  of. 

Traffic  Statistics  relating  to  the  Union  Pacific  Baihvay, 


Average 

mileage 

operaed . 

Passenger  Traffic. 

Freight  Traffic. 

i 

1      Year. 

Million 

passengers 

carried 

one  mile. 

Rate, 
Cents. 

Eevenue, 

Jiillion 

tons 

carried 

one  mile. 

Rate, 
Cents, 

Revenue, 

$ 

1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 

1821 
1821 
1821 
1832 
1832 
1832 
1824 
1824 
1821 
1821 
18'22 

153-6 
157-5 
1489 
142  7 
144-8 
194-8 
200  8 
207-7 
201-7 
204-6 
171-7 

2.90 
2.75 
2.14 
2.30 
2.24 
2.14 
2.  6 
2.15 

5131,571 
5,197,730 
4,659,116 
4.212^597 
3,979,899 
4,160.647 
4,620,113 
4,650.536 
4,324,582 
4,224,486 
3,687.654 

783-3 

732  8 

7460 

749-0 

850-2 

966-2 

1107-9 

1216  0 

1159-3 

1248-7 

1274-1 

1.91 
1.49 
1.36 
1.72 
1.17 
1.27 
1  14 
1.14 

17,063,127 
15,402,167 
1426:i,291 
11,660,S11 
12,070,749 
12,230.271 
13,436,495 
13.740,294 
13,509,346 
14.287,576 
13.921,636 
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Income  Account  of  the  Union  Pacific  Railway. 


INCOME. 


Earnings 

Expenses 
Tajces.  . 


For  details  see  table  A 


1891. 

S 
19,^.738  48 


1890. 

S 

20.43a208.36 


11,290028.18 
550,758.60 

11,W1,286  78 


Sorplns  earning.^ i 

Income  from  investm.  (for  details  see  table  I)  I 
Interest  doe  Sept.  1,    1891,  on   sinking  fund 
mortgage  8  p.c.  bonds,  paid  by  the  Trnstee 

thereunder 

Interest  on  Kansas  Pacific  consolidated  mort- 
gage bonds,  repaid  by  the  Trustees  thereunder 

Proceeds  miscellaneous  land  sales 

Miscellaneous 


Total  income 


CHARGES. 

Interest  on  bonds  (see  table  B) 

Sinking  fund  requirements  (see  table  C).  .    . 

United  States  requirements 

Discount  and  interest 

Discount  on  bonds  sold,  premiums  etc.*  .    •  . 
Land  expenses  and   land  taxes,   Union  div. 

Profit  and  loss 

Estimated  amount  due  to  the  St.  Joseph  & 

Grand  Island  Railroad  Co.  under  itstrafilc 

contract 

Amount  due  to  the  Union  Pacific,  Denver  k  Gulf 

Railway  Co.  under  its  traffic  contract.  .    .  . 

Amount  due  to  the  Union  Pacific,  Lincoln  & 

Colorado  Railw.  Co.underits  traffic  contract 
Loss  in   operating  the  Denver,  Leadville  & 

(iunnison  Railway 


Tutal  charges 


7,84a,451.70 
1,9:5,443.38 


224,720.00 

377,100  00  j 
14,806.13  : 
54,000.00 


12^733^.43 
589.628.87 


13,163,449  30 


7,274.759-06 
1,881,445.^ 


381,300  00 
24,168.40 


10,442,52121    i      9,561,673  21 


I 
4.782.230  29    • 

708332.50 

1,278,488.82 

e42,670.4l 

977.08 

71,6-22.68 

159,220.01 


260296.48 

464,089.24 

116350  85 

47.852.51 
8,5'?2,13»).87 


4,613,097-a5 
705,458.75 

1.041.153.43 

668,190.36 

58.218.62 

108.130.39 

119,862.87 


185328  14 


119,093.28 
61,416.86 


7,674.981.09 


Balance,  surplus    in   excess  of  fixed  charges 


1,910,390.34 


1386.692.22 


*  Excluding  the  discount  on  the  collateral  trust  six  per  cent,  notes  issued  in 
settlement  of  the  company's  floating  debt. 

The  item  of  income  entitled  "interest  due  September  1,  1891,  on  sinking  ftind 
mortgage  eight  per  cent,  bonds  paid  by  the  Trustee  thereunder,'*  $^,7*20 
represents  funds  paid  to  the  trustee  in  former  years  as  a  contribution  to  the 
sinking  fund,  but  not  actually  required  by  tlie  trust  indenture  and  therefore 
available  lur  interest  and  sinking  fund  payments. 

ThM  item  of  ''interest  on  Kansas  Pacific  Consolidated  Mortgage  Bonds  repaid 
by  the  Trustees  thereunder."  3.»77,100,  represents  a  portion  of  the  land  and 
tni.st  moneys  received  by  the  trustees  and,  pursuant  to  a  provision  in  the 
Indenture,  paid  to  the  Union  Pacific  Company  to  be  applied  to  the  payment  of 
such  interest. 
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Balance  Sheet,  December  31. 


LIABILITIES. 


Fundfil  ilebt  (See  Table  D.) 

Uiiiteil  States  six  per  cent,  cnirencr  bonds.. 
Ill  er<'i>l  oil  United  Sla-tes  bonds,  balsnca  of, 

n'mkiug  (UDil  deducted  (see  table  £.) 

FLuuIlnt;  debt 

t  Hvcnied  not  yet  dne 


90,293,635  00 
33,539,512.W 

I73AfiKl-£9 

9811311.68 


V  uaed  for  sinking  fi 


l,ttt  Dellclt  of  United  Slatearequliemenra  end 
accamulatlons  of  the  sinking  fond  aa  com- 
pared witb  accrued  Interest  on  United  Btates 
Wads,  February  ],  ISSU,  to  date 


if  road  and  D 


I  and  stocks  of  other  rBllroad  coinpiinlei 

I  table  F.) 

I  niid  stocks  of  steamsbip,  coal  and  uthei 

iponlea,  andcountT  lioads. 

»  and  atouks  of  railToad  and  otber  com' 
lies  held  ia  the  Kansas  Pacific  conioli 
cd  inortesge  1 


ncuts. . . 


uUlary  c< 


npanlea  pajraUle  Id 


.M79J22.a8 


ISKl. 
9 

mtss.na.u) 

7a.9S8J«5.00 
33,£a9,5[-2.00 

17338,741.02 
e874.Ml.6a 
539,387.55 

9,47a9l»  K2 
fl-lBiaeS-B-J 


40.9.3,4]  8. 80 


.'1,024800.38 
Xi,e80.eiB.42 


»,^,8e2  31 


43,177,228. 
ZS04,IB8. 


fWa.BSl  30 

51327.784  S3 

2.745.037.14 
a.57(UM5.91 
ll,481,a9A.18 

2-^0103%  IS 


The  Item  uf  proHt  ind  logs,  nblcb  repre.sents  the  snm  of  dl.ii>,±20J)],  embraces 
the  Cnlon  PaciBc  Companj's  proportion  uf  the  Iftasea  arlslne  from  the  operatloB 
or  the  LeBYonwoclh.  Topska  &  Sontliwe"tem  Ballvsy  for  the  years  1880  and 
1891,  »37.702  75:  the  eatlmate'l  cost  of  r»plaoinR  certain  locjiniotlveB  bBlorglng 
to  the  Denver.  Lesdvllle  &  Qonnison  RRllwav  Co.,  the  Locomotlveato  berepiacod 
havlne  been  dismantled  prior  to  the  year  1891.  954,600,  and  the  Union  Pa^ilflc 
Conipauj'B  proportion  of  the  esllmattu!  amonnt  due  to  thir  Kansas  Cit;4'0inaha 
Railroad  Co.  under  lU  Irafflc  conlratE  313,3^  ^-  The  otllel  Items  Included 
under  this  head  are  Of  oomparatlvc  unlEnportaucG. 
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TABLE  TV.  Traffic  Statistics  relating  to  the  Union  Pacific  system. 


I'ear. 

Average 

mileage 

operated. 

Passengers. 

Freight. 

Million 
passeng. 

carried 
one  mile . 

Rate, 
Cents. 

Revenue, 

Million 

tons 
carried 
one  mile 

Rate, 
Cents. 

Revenue, 

1887  ...  . 

1888  ...   . 

1889  ...  . 

1890  .... 

1891  ...  . 

4,623 
5,041 
7,389 
7,562 
7,668 

262  9 
286-8 
3559 
399-7 
342-5 

2.57 

2  41 
2  34 
2.48 

6,5^5,789 
6997,707 
8.590,325 
9,336,575 
8,484,227 

1490  0  1     1.42 
1682  9       1  30 
2057-1       1.41 
2330-1       1  38 
2414-7       1.34 

19.956,467 
21,077,346 
28,051,717 
30.330,900 
30550,555 

TABLE  V.      Union  Pacific  System, — Income  Account, 


Income — 
Earnings  ) , 

Expenses  n See  table  H.), 
Taxes       / 


Surplus  earnings 

Income  from  investments  (see  table  I) 

Proceeds  miscellaneous  land  sales 

Interest  due  Sept.  1,  1891,  on  sinking  fund 
mortgage  8  pc.  bonds,  paid  by  the  trustee 
thereunder 

Interest  on  Kansas  Pacific  consolidated  mort- 
gage bonds,  repaid  by  the  trustees  thereunder 

Montana  Union  Railway  Co.  rental,  one-half. 

Miscellaneous. 


Total  income 


Charges  — 

Interest  on  bonds  (see  table  B) 

Sinking  fund  requirements.  Union  Pac.  Ry.  Co . 
„  „  „  other  companies. . . 

United  States  requirements 

Dividends   on  Oregon  Railway  &  Navigation 

stock  afloat 

Discount  and  interest 

Northern  Pacific  Terminal  Co.  interest 

Discount  on  bonds  sold,  premiums,  etc 

Land  expenses  and  land  taxes,  Union  division 

Profit  and  loss 

Loss  in   oi)eration  of  the  Oregon  Railway  & 

Navigation  water  lines 

Rental   of  Denver  &  Rio  Grande  joint  track 


Total  charges 

Balance  of  income 


1«91. 


44,006,730.71 


28,680.548.61 
1,-580,451.29 


30,260,999.90 


13,745,730.81 

837,150.71 

20,987.38 


244,720.00 

377,100.00 
49,257.08 
65,108.44 


15,340.054.42 


10,191,682  24 

708.332  50 

379,568  34 

1,293,230.44 

591,951.00 
687,469.31 
105,000.00 
4,031.83 
71,622.68 
161,495.18 

80,630.15 


14,275,013  67 


890. 
S 
44,538.201.64 


30.635,927.24 
1.563,208. 28 


32,199,ia5.52 


12,339.066. 12 

606,538.81 

27,446.73 


381,300.00 
46,904.03 
19,594  96 


13,420,850  65 


9,604,496.47 
7C5,458.75 
359,029.99 

1,053,723.11 

651,820.50 
731,183.84 
55.415.07 
65,713.62 
103,130  39 
147,044.73 

70,517.86 
148,353.18 


13,695,887.51 


1,065,040.75    1  (a)  275,036  86 
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TABLE  A.     Union  Pacific  Railway   Company,   Earnings  and 
Expenses  for  the  years  1891  and  1890, 


Earnings — 

Passenger,  commercial 

„  government 

Freight,  commercial 

„         government . 

company 

Mall 

Express 

Telegraph 

Car  service 

Rent  of  buildings .  .  . 

Miscellaneous 

Total  earnings 

Expenses — 

Conducting  transportation 

Motive  power 

Maintenance  of  cars 

Maintenance  of  way 

Renewal  of  rails 

General  expenses 

Total  expenses  (excluding  taxes)  . 

Surplus 

Taxes 

Surplus  earnings 

Miles  operated  (average) 

Expense  ratio  (including  taxes) 

Expense  ratio  (excluding  taxes) 


1891. 

$ 

3,598,022.48 

89,631.53 

13,373.815.45 

98929.80 

448.891.18 

1.016.754.85 

348,907.44 

52  493  72 

303335.74 

32,342.00 

324.614.29 


19.687,738  48 


4,051.868  98 
3,710,851  15 
1,560.151  59 
1,525,843  17 
37,774  13 
404,039.16 


11,290.528  18 


8.397,210.30 
_55_).758_60 

7,846.451  70 


1,821  86 
60  15 
57-35 


1890. 
$ 

4,123.276  65 
101,209  61 
13*554,243.07 
124.688.90 
608,643.70 
839,927. 15 
370,346  20 

63.324  78 
320,607.66 

36,109  79 
295.830.85 


20,438.208.36 


4,506.648  91 
4,210,849.95 
1.598,184  71 
1,586,535  53 
23.>,182.39 
439,418. 94 

12,573,820.-^ 


7,864,387  93 
589.628.87^ 

7^274,759:06 


1.82r42" 
64-41 
61-52 


TABLE  B.    Union  Pacific'  System,    Details  of  the  Item  Interest 
on  Bonds  for^the  \Years  1891  and  1890. 


1 
Union  Pacific  first  morteracre ,  -  .  . 

1891. 
$ 

1,633,740.00 

481,193.35 

74.462.20 

754,000.00 

1.34,40000 

243,780.00 

358.388.75 

234,492  25 

249,452.63 

92.662.50 

34,887  50 

109,610.61 

379,900.50 

1,260.00 

1890. 
$ 

1,633,740.00 

673,426.66 

86.191.12 

759,490  00 

134.400.00 

243,780  00 

361.540  62 

241,670.99 

255.489. 76 

93,289.50 

24,612  51 

104,206.69 

1,260.00 

„            sinking  fund  mortgage  . 

„            Omaha  bridge       „ 

Kansas  Pacific  consolidated       „ 

„            Eastern  division   „ 

Middle          r,  ,      „ 

„            Denver  extension  „ 

Union  Pacific  collateral  trust  6  per  cen 

„     5  per  cent 

r.     ?,>.."     4*  per, cen 
„         „        Omaha  Bridge  renewal  mc 

_          .         eauinment  trust 

1      •      •     • 
»     •      •      • 
I      •      •      • 

»      •      •      • 

»      •      •      • 

t.  .  . 

•     •      •      • 

t..  .  . 
►rtg.  . 

n         „        collateral  trust  6  per  cent,  notes 
Miscellaneous 

Total  Union  Pacific  Railway  Co 

4,782,230.29 

4.6ia097.85 

{Continxud  next  page.) 
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CentrBiSraDuhCnlonPacllluRailraadCo.  .   . 
Fort  Waith  &  Denver  City  Had  Pan-Handle 

Railway  Companies .  . 

6oldBn,fiouMer&aaribDnBailwBrCo 

JonctionCity&Fort  Kearney  Railway  Co.  .   . 

S 

427,475.00 

477330.00 

4,800  00 

76,^0.00 

60.00 

57,000.00 

27;t»o'o0 

36.788' 35 
419,880  00 

10,161,682.24 

426,515-03 

57,fiO0:0O 

27,«O0.0O 

27,SOO-00 

7JXI9,5;3.W 

1,805,049.22 

«19,8SO!00 

S:8S 

223,968.75 
3^062.00 

EsngBHCltv&Dmaha  Railroad  Co 

LawrenueAETnpDrlaBallwayCo 

OregonRailwu&NavigatiuaCo 

OrwonSbortLlneKTTUUiNorCbrjniRalln.  Co. 
OmahttiRepnblloaiiVaUwBaiiroadCo..  .  . 
9t.JoBeph&Orandl8laiidaailroadOo 

Solomon  Railroad  Co 

Union  Paolflc,  Lincoln  ^Colorado  Railway  Co. 
nnlonFacmc.DcnTer&aulfRaUwayCo.^  .  . 

9,604,496.47 

TABLE  C.    Details  of  the  Item  Sinking  I^nd  Requirements 
for  the  Years  1891  and  1890. 


Thi  Uhioh  Pactfic  Hatlims  fa.— 

DnionPaciftcOmahaBridEemortgaee 

Union  Paoiflu  sinking  fund  mortgage 

kanBasPaclflcDenTBreitensionmorteage   .  . 
UnlDn  Pacific  collateral   trasc  6  per   cent. 

■!'■ 

159,500.00 
54,000.00 
255,0^0.00 

107,405.00 
122 IBO.OO 
10.237.50 
7Ce:^750~ 

1890. 

135,000.00 
67',000-00 
3&5,IX)0  00 

110,265.00 

1^,^.00 

Union   Pacific  collateral  trust   5   per  cent. 

Union   Patifiu  collateral   trust  4^  per  cent. 

Total  Union  Pacific  Railway  Co 

Omaha   k  Republican   Valley    Railway  Co. 

0  tgon  ShoHLmeitUatiSorlhint/i-ilwanCt.— 
Idaho  CentralRsilway  Co.  firBtmartfaire.  .   . 
Oregon  Short  Line  &  Utah  Northern  Railway 

Co   collateral  trust  Indenture 

Oregon  Short  Line  ^Utab  Northern  Railwar 

705.458.75 

20,906  67 
111,150.00 

2,530.00 

128,875.00 

20,^.66 
107^)40,00 

2,830.00 

125,000  00 

12,513:33 

Utah  &  Northern  Railwa/co.  conaold.  mortg'. 
Onion  Pacific  Lincoln  &  Colorado  Railway  Co. 

378,568.34 

359,029.99 

1,087,900.84 

1,064,488.74 
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TABLE  D.    Funded  Debt,   Union  Pacific  Railway  Company^ 

Dec,  31st,  1891. 


Class, 


Interest  payable. 


December  81  ^  J  891. 


Issued  and 

out- 
standing. 


Owned  by 

the  Co.  and 

held  by 

trustees. 


Afloat' 


Union  Pacific  Railroad  Co. — 

First  mortgage  bonds 

Land  grant  bonds 

Sinking  fund  coupon  bonds  .  . 

Sinking  fund  registered  bonds 

Omaha  Bridge  bonrls  .      .  .   . 

Collateral   trust  6  per  cent. 

bonds 

Kansas  Pacific  Railway  Co. — 

Eastern  division  bonds  .... 

Middle  division  bonds 

Denver  extension  bonds .... 

Leavenworth  branch  bonds  .  . 

Consolidated  mortgage  bonds. 

Income  bonds 

Income  bonds  (subordinated)  . 

Cheyenne  branch  bonds .  .  .  . 

Denver  extension  coupon  cer- 
tificates  

Union  Pacific  Railway  Co. — 

Trust  5  per  cent,  bonds  .  .   .  . 

Trust  5  per  cent,  bonds  re- 
gistered  

Omaha  Bridge  renewal  bonds 

Equipm.  trust  bonds,  Series  A. 

»  »  «  n        •^• 

y)  »•  >l  n  *^* 

Kansas  division  and  collateral 
mortgage  bonds 

Collateral  trust  4 J  per  cent, 
bonds 

Collateral  trust  6  per  cent, 
notes  


Total. 


Jan.  and  July 
•  •••.«.. 
March  and  Sept. 
March  and  Sept. 

April  and  Oct. 

Jan.  and  July 

Feb.  and  Aug. 

June  and  Dec. 

May  and  Nov. 

May  and  Nov. 

May  and  Nov. 
March  and  Sept. 
March  and  Sept. 

May  and  Nov. 

May  and  Nov. 

June  and  Dec. 

June  and  Dec. 
April  and  Oct 
April  and  Oct. 
April  and  Oct. 
April  and  Oct. 

May  and  Nov. 

May  and  Nov. 

Feb.  and  Aug. 


$ 

27.229.000 

a9,000 

5,427,000 

608,000 

887,000 

3,879,000 

2,240,000 
4,063,000 
5,887,(00 

600,000 
12,470,000 

263,700 
4.011.650 
1,975,000 

385 

4,921,000 

18,000 

734,000 

430,000 

1,473,000 

671,000 

5.000,000 

2,051,000 

18,476.000 


$ 


65,000 


103,323,735 


61,000 
c582,000 

«242,450 
c3,992,650 
cl,971.000 


6145.000 

6671,000 

65,000,000 

6237,000 

cl8S,000 


13,030,100 


$ 

27,229,000 

a9,000 

5,427,000 

608,000 

882,000 

3,879,000 

d2,240,000 

^4,063,000 

d5,886,000 

18,000 

12,470,000 

21,250 

19,000 

4,000 

385 

4,921,000 

18,000 

589,000 

430,000 

1,473,070 


1.814,000 
18,293,000 


90,293,635 


a  These  bonds  were  due  April  1,  1889,  but  have  not  yet  been  presented  for 
redemption. 

6  Owned  by  the  company,  and  held  by  the  trustees  under  the  trust  indenture 
of  September  4,  1891,  as  part  security  for  the  collateral  trust  6  per  cent,  notes . 

c  Held  by  the  trustees  under  the  Kansas  Pacific  consolidated  mortgage. 

d  Of  these  amounts,  $236,000  in  Eastern  division  bonds,  $282,000  in 
Middle  division  bonds  and  $1,251,000  in  Denver  extension  bonds,  on  which 
the  Union  Pacific  Railway  Co.  pays  interest,  are  held  as  investments  in  the 
Kansas  Pacific  Denver  extension  sinking  fund. 

e  $241,200  of  these  bonds  are  held  by  the  trustees  under  the  Kansas  Pacific 
consolidated  mortgage,  the  balance,  or  $1,250,  are  owned  by  the  company,  and 
held  by  the  trustees  under  the  trust  indenture  of  September  4,  1891,  as  part 
security  for  the  collateral  trust  6  per  cent,  notes. 
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TABLE  E.  Sinking  Fund  of  the  U.  P.  Railroad  Company,  established 

under   the    Thurman   Act,   in    the    Treasury  of  the  United 

States,  December  31st,  1891  and  1890. 


Amount    withheld  for  transportation  services,  and 

carried  to  the  credit  of  the  sinking  fand. 

Cash  paid  by  the  company 

Interest  collected  on  bonds  held  in  the  sinking  fund 

Total 

^pplicaiion  of  above — 

United  States  4  per  cent,  bonds 

United  States  6  per  cent,  bonds 

Union  Pacific  first  mortgage  6  per  cent,  bonds 

Atchison  &.  Pike's  Peak  firstmortgage6per  cent,  bonds 

Central  Pacific  first  mortgage6  per  cent,  bonds 

Kansas    Pacific,    Eastern  division,    first  mortgage 

6  per  cent,  bonds 

Kansas  Pacific,  Middle  division,  first  mortgage  6  per 

cent,  bonds 

Sioux  City  &  Pacific  first  mortgage>3  per  cent,  bonds 
Western  Pacific  first  mortgage  6  per  cent,  bonds .  .  .  . 

Total  bonds  at  par 

Premium  paid  on  bonds  bought  for  the  sinking  fund 
Balance  in  the  sinking  fund,  uninvested 

Total 


Dec.  81^  1891. 

% 

8,870,993.59 
1,421,714  46 
2,481,417.14 


12,274,125.19 


235,000  00 
4.753,000.00 

857,000.00 
2,790,000.00 

188,000.00 

697,000.00 
643,500  00 
198,000.00 


Dec.  81, 1890 

$ 

7,709,600.93 
1,421,714.46 
1,974.177.14 


10361,600.00 

1,729,296.04 

183,329.15 


12,274,125.19 


11,105,492.53 

666,90000 
1,043,000  00 
3,534.000  00 

755,000.00 
2,077,000.00 

81,000.00 

507,000  00 

622,500.00 

92,000.00 


9368,400  00 

1,716,439.33 

20,653.20 


11,105,492.53 
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TABLE  F.  The  U,  P.  Mailway  Company.  Bonds  of  other  Railroad 
Companies  owned  December  31st,  1891,  and  December  31st,  1890. 


Name. 


Rttte  of 
Par. 


RaU  of 
Interest 


1891. 


Par  Value. 


1890. 


Par  Yaliie. 


Colorado  Central  Railroad  Co.. 

Denver,  Marshall  &  Boulder  Bail- 
way  Co 

Denver,  Leadville  &  Gunnison 
Railway  Co.,  first  mortgage.. 

Echo  &  Park  City  Railway  Co. 

Idaho  Central  Railway  Co 

Kansas  Central  Railroad  Co.... 

Kansas  City  &  Omaha  Rail- 
road Co 

Kearney  &  Black  Hills  Rail- 
way Co 

Manhattan,  Alma  &^Burlingame 
Railway  Co 

Omaha  &  Republican  Valley  Rail- 
road Co.,  nrst  mortgage 

Omaha  &  Republican  Valley  Rail- 
way Co.,  consolidated 

Omaha  &  Republican  Valley  Rail- 
way Co.  extension 

Oregon  Sliort  Line  &  Utah  Nor- 
thern Railway  Co.  consolidated 

Oregon  Short  Line  &  Utah  Nor- 
thern Railway  Co.  collateral 
trust 

St.  Louis,  Council  Blufl's  &  Omaha 
Railroad  Co 

Union  Pacific,  Denver  &  Gulf 
Railway  Co.  consolidated 

Utah  &  Northern  Railway  Co., 
first  mortgage.' 

Utah  Southern  Railroad  Co, 
first  mortgage 

Utah  Southern  Railroad  Co.  ex- 
tension  

Western  Pacific  Railroad  Co... 


Total  bonds. 


$1,000 
.    1,000 

1,000 

1,000 
1,000 
1,000 
1,000 
(  500 
f    1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

500 
1,000 

(      500 
i    1.000 

1,000 

1,000 

1,000 

1.000 
1,000 


pc. 

7 
8 


6 
6 

5 

5 
6 
7 
5 
5 
5 
5 

6 

5 

7 

7 

7 
6 


$4,500,000 
22,000 


2,308,000 

480,000 

91,000 

1,347,000 

1,595,500 

105,000 
339,000 
1,557,000 
2,401,000 
1,246,000 
1.827,000 
4,430.500 

19,500 

7,287,000 

4,420,000 

389,000 

982,000 
12,000 


a  $35,358,500 


$4,697,000 
22,000 

10,000 

2.308,000 

480,000 

94,000 

1,347,000 

1,182,500 


339,000 
1,557,000 
2,432,000 
1,246,000 
1,811,000 
4,631,000 

19500 

7,137,000 
4,420,000 


982,000 
12,000 


a  $34,727,000 


{Continued  nex*  page.) 

(a)  Excluding  the  bonds  held  by  the  American  Loan  &  Trust  Company, 
Trustee,  for  the  benefit  of  the  mortgage  creditors  of  the  Kansas  Pacific  Railway 
Co.,  and  the  bonds  held  by  the  Trustees  under  the  Kansas  Pacific  consolidated 
mortgage;  also  exclading  $4^,000  in  Loveland  Pas  Mining  &  Railroad  Tunnc 
Co.  bonds  and  $250,000  in  ?:evada  Central  Railway  Co.  income  bonds,  owned  by 
the  company,  but  which  have  for  some  years  been  eacrrid  in  the  accounts  at 
nominal  figures  only. 
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Stocks  of  other  Railroad  Companies  owned  December  31st,  1891, 
and  December  31st,  1890.     (Continued), 


Name. 


Rate  of 
Par. 


1891. 


Par  Value. 


1890. 


Par  Value. 


Atchison,  Colorado  &  Pacific  Railroad  Co. . 
Atchison,  Jewell  County  &  Western  Ry.  Co. 

Carbon  Gut-Off  Railway  Co 

Central  Branch  Union  Pacific  Railroad  Co. 
Denver,  Leadyille&  Gunnison  Railway  Co. 

Echo  &  Park  City  Railway  Co 

Junction  City  &  Fort  Kearney  Railway  Co . 

Kansas  Central  Railroad  Co 

Kansas  City  &  Omaha  Railroad  Co .  .    .  . 

Kearney  &  Black  Hills  Railway  Co 

Laramie,  North  Park  &  Pacific  Railroad  & 

Telegraph  Co 

Lawrence  &  Emporia  Railway  Co 

Leavenworth,  Topeka  &  Southw.  Ry.  Co .  . 
Manhattan, Alma &BurlingameRy. Co.  .  . 

Montana  Railway  Co 

Montana  Union  Railway  Co 

Nevada  Pacific  Railway  Co 

Omaha  &Elkhom  Valley  Railway  Co..  .  . 
Omaha  &  Republican  Valley  Railway  Co-  . 
Oregon  Short  Line  &  Utah  Northem-Sy  .Co. 
St.  Joseph  &  Grand  Island  Railroad  Go*  •  • 

St.  Joseph  Terminal  Railroad  Co 

Salina  &  Southwestern  Railway  Co 

South  Park  &  Lead  ville  Short  LineRailr-Co. 
Union  Pac,  Denver  &  Gulf  Railway  Co.  •  . 
Union  Pac,  Lincoln  &  Colorado  Railway  Co. 
Union  Pac.  &  Western  Colorado  Railw.  Co . 

Total 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


s 

920,300.00 

105.000.00 

220,000.00 

874.200  00 

3,000,000  00 

480,000.00 

44,00000 

1313,400  00 

1,725,375  00 

337,966.91 

66,500.00 

465,000.00 

550,900  00 

418,650.00 

a  420,000  00 

425,000.00 

50,000  00 

40.300  00 

2,327,523.77 

14,990,703  33 

2,301,500  00 

25,000.00 

231.700.00 

1000,000  00 

13,251.882.00 

1,997.800.00 

400,500.00 


47,983,201.01 


124,400.00 

220,000.00 

858.800.00 

3,000,000.00 

480,000.00 

44,000.00 

1,313,100.00 

1,725,375.00 


66,500.00 

465,000.00 

550,900.00 

418,650.00 

a  420,000.00 

425,000.00 

6300.00 

40.300.00 

2,327,523.77 

14,999,903.33 

2,301,500.00 

25,000.00 

231,700.00 

1,000,000.00 

13,250.847.00 

1,997,800.00 

400,500.00 


c46,687399  10 


Summary. 

1891 

1890 

Par  value  of  bonds  (see  opposite  page).. 
Par  value  of  stocks 



35,358,500.00 
47,983,201.01 

8^,341,701.01 

43  869,152.67 

34,727,000.00 
46,687.399  10 

Total  nar  value 



•81,414,399.10 

Cost  as  ner  balance  sheet 



43,177,226.17 

a  Seventy  per  cent,  paid  in  on  $600,000. 

6  Ten  per  cent,  paid  in  on  S3,000. 

c  Excluding  $9,100  in  stock  of  the  Colorado  Western  Railroad  Co.,  $6,000  in 
stock  of  the  Gray's  Peak,  Snake  River  &  Leadville  Railroad  Co.,  $4800  in  stock 
of  the  Loveland  Pass  Mining  &  Railroad  Tunnel  Co.,  and  $959,500  in  stock  of 
Nevada  Central  Railway  Co.,  owned  by  the  company,  but  which  for  some  years 
have  been  carried  in  the  accounts  at  nominal  figures  only. 
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TABLE  G.    Estimate  of  Unsold  Lands  on  hand  Dec,  Slst,  189L 


Land  Grant. 


Acres- 


Arid 
Lands. 


Grazing 
Lands. 


Agricul- 

hvral 

Lands. 


Total 


Estimated 
Yalue. 


Union  Pacific  Railroad — 

In  Nebraska 

„  Wyoming,  Utah  and  Colorado . 


Total. 


Kansas  Pacific  Railroad — 
In  Kansas,  east  of  the  3d4th  M.  P. . 
„  Kansas,  west  of  the  394th  M.  P. 
„   Colorado,  Denver  ext.mortg.. 
„   C olorado,  Denver  Pac.  mortg. . 


Total..., 
Grand  totals. 


800,000 

35,000 
2,129.000 

800.000 

2.164.000 



1,534.000 
283,000 



1,817,000 

800,000 

3.981,000 

22,000 


22,000 


57,000 
2,929000 


365,000 
344.000 


2,986,000 


365000 
344,000 


568,000  2.102,000 
70,000    353,000 


1,347,000  3,164  000 


1,369,000  6,150,000 


$ 

215.000.C0 
2,129,000.00 


2344.000.00 


2,190,000.00 
1.548,000  00 
5.340,a0  00 
1,022.50000 


10.100,500.00 


12,444,500.00 


TABLE  H.    The  Union  Pacific  System.  Earnings  and  Expenses 

for  the  Years  1891  and  1890. 


Average  mileage  operated 

Eu  nings — 
Passenger,  commercial  .  . 

„  government.  . 

Freight,  commercial .  .  . 

„        government .  .  . 

„        company   .... 

Mail 

Express 

Telegraph 

Car  service 

Rent  of  buildings  .... 
Miscellaneous 


Total  Earnings 


Expenses — 

Conducting  transportation 

Motive  power 

Maintenance  of  cars 

Maintenance  of  way 

Kenewal  of  rails 

General  expenses 

Total  expenses  (taxes  excluded) 


Taxes 


Surplus 


Surplus  earnings  (taxes  deducted) 

Miles  operated  (average) 

Expense  ratio  (including  taxes) 

Expense  ratio  (excluding  taxes) 


1891. 

7,668-4 

$ 

8,357,939.98 

126,286  70 

29,293250  22 

141.858  86 

1,115,446  21 

l,7.i8,249  83 

674.517  00 

96.952  57 

629816.58 

57.254  77 

448.015.11 


42,699,587.83 


9,129,102.68 
6,467,518.34 
2,873.26491 
5,276,670.86 
181,564  58 
740.774.98 


1890.    ' 

7  562-9 
$ 

9,189  242.97 

147332.61 

29,049,759.38 

165.474.36 

1,115.666.37 

1,529202  75 

692.770.39 

106,309.97 

572,196.89 

60.242.09 

421.050.58 

43,049,248  36 


27,668,896  35 


9,781.679  50 

10,210.675  41 

2,884,756.74 

5,049,190.88 

551,655.72 

866  003.56 


29,343.961.81 


15.030691.48 
1,491.381.87 


13.539  309. 61 


7.668  35 
68  29 
6480 


13.705,286.55 
1.467,202.46 


12.238.984  09 


7,562  94 
71-57 
68  16 
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TABLE  I.     Union  Pacific  By.  Income  received  from  Investinents. 


Names  of  Securities. 


1891. 


Railroad  bonds — 

Colorado  Central  Railroad  Co 

Echo  &  Park  City  Railway  Co 

Idaho  Central  Railway  Co 

Kansas  Pacific,  Denver  extension 

Kearney  &  Black  Hills  Railway  Co 

Omaha  &  Republican  Valley  Railroad  Co...^ 

Omaha  Bridge 

Omaha  Bridge  renewal 

Oregon  Short  Line  &  Utah  Northern  Railway  Co. 
St.  Louis,  Council  Bluffs  &  Omaha  Railroad  Co. 
Union  Pacific,  Denver  &  Gulf  Railway  Co.  . 

Union  Pac.  collateral  trust  4^  p  c 

Utah  &  Northern  Railway  Co 

Western  Pacific  Railroad  Co 

Miscellaneous  bonds — 

Atchison,  Union  Depot  &  Railroad  Co 

Beatrice  Precinct,  Nebraska 

Blue  Springs  Precinct,  Nebraska 

City  of  Wichita,  Kansas.. 

City  of  Junction  City,  Kansas 

Green  River  Water  Works  Co 

Union  Pacific  Coal  Co 

Valley  Township,  Kansas 

Total  income  from  bonds 

Miscellaneous  slockSt  etc  — 

Green  River  Water  Works  Co " 

Occidental  &  Oriental  Steamship  Co 

Pacific  Express  Co 

Pullman  Association  cars 

St.  Louis  &  Miss.  Valley  Transportation  Co. 

Union  Elevator  Co.,  Omaha — ^ . . . . '. 

Union  Elevator  Co.,  Council  Bluffs 

Union  Pacific  Coal  Co 

Total  income  from  stocks,  etc 

Total  income  from  bonds,  stocks  and  other 
investments 


318325.28 

28,800.00 

2,743.50 

60.00 

5,25000 

64,190.00 

360  00 

3,625  00 

184,288.19 

1,755  00 

374,045.00 

10,665.00 

147,490  00 

1,080.00 


112.50 

1,920  00 

640.00 

1,539.81 

450.00 

13,386  33 

110,950  00 

20  00 


1,271,695  61 

13,500  00 

100,000.00 

192.000.00 

227.559.77 

3,480  00 

8,100  00 

350.00 

88,758.00 

633,747.77 

a  1,905,443.38 


a  Excluding  the  income  received  from  the  securities  held  in  the  Kansas  Pacific 
con-olidated  mortgage  trust,  the  trust  for  the  benefit  of  the  mortgage  creditors 
of  the  Kansas  Pacific  Railway  Company,  the  Denver  extension  sinking  fund  an.d 
the  Union  Pacific  sinking  fund  8  per  cent,  trust. 
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Classified  Freight,   (a)   in  Pounds,  forwarded  during  the  Years 
1891  and  1890. 

ArticUl. 

18SI. 

,.... 

MMtral  PrtiucU- 
Coal 

StVe  ind' Brick    '.'.'.'.'.'.'.'.'.'. 

Cement,  Flasler  and  Lime 

4,121X7.000 

e8«ai!ooo 

119.464,000 
185,125,000 

e09,404J»0 

Ponsda. 
3.S31.623JX0 
178374X500 
|120.I63J)00 

126,199,000 

867,221,000 

~  8;dM,"^430O~ 

Ore  (Iron)       1 

Agrtcallund  ProdncU— 
When 

Oata,  Bwiey,  Eye,  Fiaifleed,  etc 

1,419«72.000 
737,364^X10 

sss 

388,580,000 

727,ffii2,000 
234,461000 

FnflU,  Vegeiabiea  and  Seeds 

3,045/»8.000 

Tea 

Groceries,  etc 

84.138.000 
204,711,000 

21,678,000 

Sffl 

HaMware  Mock,  Iron,  Hails,  etc 

Sleel  Baila  and  Bailroad  Uateci&l   .... 

140428,000 
32,444,000 
17I,284.0C« 

163,240,000 

Hiiifs"aiidValloV 

67,065X100 

n^z 

61.656,000 

834,149,000 
88,812.000_ 

60.404,000 
114,641,000 

IS-"-;:::;;:;:: 

59.404,000 
l,296.63to00 

89.218^)00 
1.136,514,000 

■ssss 

.'«,32]/X» 
l,455.666/»0 

MaoliJnory  anJ  Castings 

AErieultnral  Implements 

\fagons.CttiTlEiBea.  Tools,  etc. 

Lumber,  and  other  Forest  Products .... 

Drugs.  Paints,  Glaaa,  Oils,  etc 

Ilry  Goods,  Ciothiug.  Boots,  Shoes,  etc.    .     . 
Fiour.  Meal,  Bran  and  Millatutf              ... 
Fiimlt..  Honseli.  Goods  end  Emigrants' Movab. 
Hlscellaneons 

3,292.704.000 
14,926,732,000 

SWW19.000 

Grand  Total 

CHAPTER  XLVI. 

THE     GREAT     NORTHERN     SYSTEM. 

{Including  the  St.  Paul,  Minneapolis  and  Manitoba  BR.) 

The  Minnesota  and  Pacific  RR.  Company  was  incorporated 
in  1857,  and  soon  after  its  foundation  obtained  permission  to 
constinict  a  railroad  from  St.  Paul  in  the  direction  of  the 
Pacific  coast.  Railroads  being  then  in  eager  demand  throughout 
the  Northwest,  the  Executive  of  the  State  of  Minnesota  show- 
ered favours  upon  the  young  enterprise  and  endowed  it  with 
a  considerable  land  grant,  amounting  to  six  sections  (one 
section  =  1,260  acres)  for  every  mile  constructed,  a  grant 
which  later  on  was  increased  to  ten  sections.  By  1859,  63 
miles  of  road  had  been  completed,  and  the  company  lacking 
funds  to  embark  upon  further  construction  the  State  granted 
a  loan  of  $600,000,  to  be  secured  by  a  second  lien  upon 
the  property.  In  1860  the  corporation  was  unable  to  pay 
interest  on  this  advance,  and  in  consequence  the  State  fore- 
-closed  the  trust  deed  and  purchased  the  road.  Minnesota, 
however,  shared  the  experience  of  other  States  who  did 
then-  railroading  themselves,  and  after  two  years  transferred 
its  charter,  properties  and  privileges  to  the  St.  Paul  and 
Pacific  RR.  Co.,  which  was  formaUy  incorporated  in  1864, 
the  transfer  having  taken  place  in  1862.  This  company 
again  transferred  part  of  its  rights  to  the  St.  Paul  and 
Pacific  First  Division  RR.  Company,  a  subsidiary  corporation 
which  was  to  complete  the  main  line  over  a  distance  of  some 
200  miles,  while  the  St.  Paul  and  Pacific  proper  undertook 
to    construct   the   remainder,   going  from  the  junction  with 
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the  First  Division  through  the  Red  River  Valley,  which 
was  just  theu  commeaciiig  to  attract  settlers  towards 
Winnipeg.  At  that  stage  the  company  came  under  the 
temporary  control  of  the  Northern  Pacific  and  did  fai*  from 
well:  the  crisis  of  1873  found  it  in  a  prostrate  condition 
leading  to  its  default,  so  that  it  went  into  the  hands  of  a 
receiver  before  its  lines  were  completed.  In  order  to  finish 
the  road  —  as  was  necessary  to  avoid  the  forfeiture  of 
the  land  giants  —  the  bondholders  authorised  the  receiver  to 
issue  So.OOO.OOO  certificates,  bearing  10  p.c.  interest  per 
annum  and  i-edeemable  within  five  years.  Only  part  of  the 
autlioiised  amount  of  these  bonds  was  issued,  and  that 
part  was  ledeemed  within  a  few  years. 

In  the  meantime  Mr.  James  J.  Hill  had  risen  from  a  very 
Immble  position  to  that  of  a  small  capitalist,  and  recognising 
the  prospects  of  the  St.  Paul  cN:  Pacific  RR.,  he  endeavoured 
to  obtain  control  of  the  piopeily.  Mr.  Hill  had  connections 
with  the  Hudson's  Bay  Company  and  with  some  Canadian 
financiers,  notably  Sir  George  Stephen  (now  Lord  Mount 
Stephen;  and  Mr.  (now  Sirj  Donald  Smith,  and  in  conjunction 
with  these  two  gentlemen,  later  prominently  associated  with 
the  Canadian  Pacific,  he  succeeded  in  his  plans.  The  bond- 
holders, mostly  Dutchmen,  were  at  that  time  endeavouring 
to  bring  about  a  reorganisation,  but  were  opposed  by  the 
sliareliolders,  and  considerable  difficulties  were  in  prospect. 
Conseriuently  Sir  George  found  willing  ears  when  he  ar- 
rived at  Amsterdam,  and  the  bondholders,  alarmed  by  tlie 
sad  ellects  which  the  crisis  had  had  upon  roads  in  general 
and  u[)on  their  property  in  particular,  were  easily  induced 
to  soil  their  holdings  at  a  sacrifice.  The  sjudicate  wliich 
Sir  Cieorgc  Stephen  represented  undertook  to  fight  the  share- 
holders at  its  own  cost,  and  to  take  the  five  descriptions  of 
bonds  held  in  Holland  at  the  rate  of  75,  35,  30,  28  and  13^ 
per  cent,  respectively,  payment  to  be  made  either  in  gold 
or  in  the  7  p.c.  first  mortgage  bonds  of  the  new  corporation 
that  was   to   be   founded.    Most   bondholders  assented  and 
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The  Minnesota  and  Pacific  RR.  Company  was  incorporated 
in  1857,  and  soon  after  its  foundation  obtained  permission  to 
construct  a  railroad  from  St.  Paul  in  the  direction  of  the 
Pacific  coast.  Railroads  being  then  in  eager  demand  throughout 
the  Northwest,  the  Executive  of  the  State  of  Minnesota  show- 
ered favours  upon  the  young  enterprise  and  endowed  it  with 
^  considerable  land  grant,  amounting  to  six  sections  (one 
section  =  1,260  acres)  for  every  mile  constructed,  a  grant 
which  later  on  was  increased  to  ten  sections.  By  1859,  63 
miles  of  road  had  been  completed,  and  the  company  lacking 
funds  to  embark  upon  further  construction  the  State  granted 
a  loan  of  $600,000,  to  be  secured  by  a  second  lien  upon 
the  property.  In  1860  the  corporation  was  unable  to  pay 
interest  on  this  advance,  and  in  consequence  the  State  fore- 
"Closed  the  trust  deed  and  purchased  the  road.  Minnesota, 
however,  shared  the  experience  of  other  States  who  did 
their  railroading  themselves,  and  after  two  years  transferred 
its  charter,  properties  and  privileges  to  the  St.  Paul  and 
Pacific  RR.  Co.,  which  was  formally  incorporated  in  1864, 
ihe  transfer  having  taken  place  in  1862.  This  company 
again  transferred  part  of  its  rights  to  the  St.  Paul  and 
Pacific  First  Division  RR.  Company,  a  subsidiary  corporation 
which  was  to  complete  the  main  line  over  a  distance  of  some 
200  miles,  while  the  St.  Paul  and  Pacific  proper  undertook 
to    construct   the  remainder,   going  from  the  junction  with 
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were  men  of  no  mean  distinction,  their  intellect  was  far  inferior 
to  his.  A  farmer's  son,  he  had  been  a  *  hand '  on  one  of 
the  Mississippi  wharves  in  St.  Paul,  and  a  waggon  driver 
in  the  service  of  the  Hudson's  Bay  Company,  but  he  gradually- 
got  on  in  the  world,  and  when  he  had  risen  to  a  position 
of  more  prominence  he  soon  displayed  qualities  which  gained 
for  him  the  reputation  of  having  the  longest  head  in  the 
entire  Northwest.  Mr.  Hill  is  equally  famous  as  a  practical 
railroad  man,  as  an  administrator  and  as  a  financier;  the 
conversion  of  the  insignificant  and  prostrated  St.  Paul  and 
Pacific  into  the  important,  sound  and  strong  Great  Northern, 
which  is  enth^ely  his  work,  testifies  to  his  extraordinary 
capacities.  Apart  from  brains,  however,  he  has  had  the 
support  of  good  fortune.  Soon  after  the  St.  Paul,  Minne- 
apolis and  Manitoba  had  been  organised  (1879)  there  came 
the  famous  boom  of  the  early  eighties^  which  nowhere  raged 
more  fiercely  than  in  the  Northwest;  and  the  St.  Paul, 
Minneapolis  and  Manitoba  RR.,  being  exceedingly  well  man- 
aged, had  extraordinary  earnings  which  kept  on  increasing 
in  spite  of  the  extensions  that  were  carried  out  in  the  mean- 
time. As  will  be  seen  from  the  subjoined  table  the  net  receipts 
per  mile  rose  from  $1,798  in  1879  to  $3,282  in  1883,  and 
as  a  result  the  company  earned  heavy  surpluses  which,  how- 
ever, were  not  distributed  at  once  but  partly  kept  in  reserve, 
a  method  frequently  adopted  in  the  United  States. 


Table  showing  Growth,  Earnings,  and  Earnings  per  Mile  on  the 
St,  Paul^  Minneapolis  and  Manitoba  BR ,  1879 — 1884, 


year 

ending 

June  SO. 

Average 

mileage 

operated. 

Gross 
earnings. 

Net 
earnings. 

% 

Gross 
earnings 
per  mile. 

$ 

Net 
earnings 
per  mile. 

1879 
1880 
1881 
1882 
1883 
1884 

560 
656 
702 
926 
1.203 
1,378 

2,0r.9  947 
2,933,1(  8 
3.700,852 
6,629,694 
9  148,524 
8,256,868 

1,006.481 
1.632,596 
1.954,756 
3,308.917 
4,805,531 
4.522,161 

3,589 
4,471 
5.271 
7.159 
7,605 
5.992 

1,798 
2,489 
2.784 
8573 
3.994 
3,282 
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In  1882-3  net  earnings  amounted  to  $4,805,531,  to  which 
more  than  $1,000,000  revenue  from  land  and  investments 
had  to  be  added,  makuag  an  available  income  of  $5,827,333; 
and  after  a  dividend  of  9^^  per  cent,  had  been  paid  there 
still  remained  a  balance  of  $1,656,000,  which,  together  with 
the  supluses  of  previous  years,  built  up  a  reserve  fund  of 
nearly  four  milUons.  Yet  there  were  at  that  time  considerable 
charges.  In  1883  the  share  capital  was  increased  from 
fifteen  to  twenty  milUons  and  the  funded  debt,  growing 
simultaneously  with  the  mileage,  totalled  up  $20'8  millions; 
but  so  splendid  were  the  results  that  in  the  autuihnof  1883 
$10,000,000  consolidated  mortgage  bonds  were  issued  to  the 
shareholders  by  way  of  dividend  at  the  rate  of  10  per  cent, 
of  their  par  value;  and  Mr.  Hill  being  by  that  time  the 
principal  stockholder,  this  distribution  of  course  increased 
his  wealth,  which  was  already  of  formidable  dimensions.  This 
considerable  amount  of  water,  however,  in  no  way  interfered 
with  the  regular  returns  upon  the  share  capital ;  and  although 
the  dividend  of  1883  could  not  be  maintained,  the  common 
stock  has  never  received  less  than  6  p.c.  in  any  year  since 
then.  This  achievement  is  the  more  marvellous  because 
extension  never  ceased;  but  it  was  carried  out  so  judiciously 
that  it  had  no  derogatory  influence  either  upon  earnings 
or  upon  returns,  —  a  fact  mainly  due  to  the  abilities  of 
the  president.  The  road  is  so  well  built  that  its  operating 
expenses  in  proportion  to  its  earnings  are  phenomenally 
low;  there  is  no  important  system  in  the  entire  country 
where  they  have  never  exceeded  56  per  cent,  and  where  they 
usually  remain  below  51.  But  neither  is  there  a  greater 
master  of  detail  than  the  president  of  this  road;  the 
intimate  knowledge  of  every  trifle  which  he  displays  in 
conversation,  his  astounding  memory  and  his  far-sightedness 
excite  marvel  and  admiration. 

Under  the  able  conduct  of  Mr.  Hill  the  road  gradually  ex- 
panded into  the  transcontinental  system  it  is  to-day.  Running 
parallel   with   the   Northern  Pacific  it  taps  the  best  wheat 

American  Railroads.  42 
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districts  of  Minnesota  and  the  Dakotas,  goes  into  Montana, 
and  is  at  present  completed  as  far  as  Spokane  in  Washington^ 
where  it  connects  with  the  Union  Pacific  Lines  for  the 
Pacific  coast,  it  being  intended  to  complete  the  extension 
to  Seattle  as  soon  as  possible.  The  length  of  all  lines  of 
the  Manitoba  system  proper  is  now  2,807  miles  (see  statement 
on  p.  660)  and  all  are  operated  by  the  Great  Northern 
Railway  Company,  which  has  leased  the  system  for  999  years 
and  guarantees  interest  on  the  entire  debt  and  an  annual 
dividend  of  6  p.c.  on  the  share  capital.  Details  of  trafflo 
of  the  St.  Paul,  MinneapoUs  and  Manitoba  RR.  are  included 
in  those  of  the  Great  Northern  on  p.  661 ;  it  will  therefore 
be  sufficient  to  quote  here  the  following. 

Earnings  and  Expenses  (four  years). 


Passenger  earnings ^  ^ 

Freight «| 

Mail,  expr.,  rentals,  etc. .  .  bc<5 

Total  gross  earnings  .  .  a^ 

Maintenance  of  way,  etc.  .  ^"^^ 

Mainten.  of  cars ©^ 

Motive  power fe  g 

Transportation 'S»^rH 

General |  to^. 

Taxes 3.SS" 

Total ^  §g 

Net  earnings h^« 

P.  c.  of  exp.  to  earn ^^ 


1890-91. 

$ 
1,876,960 
7,628,011 
776,743 


1889-90 

e 

1,774,668 

6,915,167 

684,265 


10,281,714 

1,243001 

513,670 

1,628  646 

1.302,052 

476,587 

299,651 


9.374,000 
776,506 
487,517 
1.478,640 
1,'242,490 
531.620 
274,351 


1888-89. 

e 

1,869,865 

6,075.637 

641,064 


5,463,606 
4,81  8,108 
53  14 


4.791,124 

4.582,876 

51  11 


8,586.566 

1,133,372 

424,426 

1.530,231 

1,197.413 

466.033 

248,591 


1887-88. 
$ 

1,823,262 

7,277,333 

461,310 


5,000,066 

3,586,499 

58-23 


9561,905 
1.445,986 

497,766 
1,757,198 

998,159 

457,073  ! 

233.921 

5,419,986  I 
4,141,919 
56-68 


Income  Account,  1890-91. 

Bevenue — 

Rental  from  Great  Northern 

Land  department 

Expenditure — 

Interest  on  bonds 

Dividends  on  stock 

Expense  of  maintaining  organisation 

Transferred  from  land  department  to  sinking  fund  . 


$ 
4,084.672 
306,730 


4,391,402 

2,873.598 

1,200,000 

11,074 

306,730 


4,391.402 
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General  Balance  Sheet,  June  30th,  1891. 


Assets — 

Cost  of  railway  equipment  and  lands 

Pacific  extension  account 

Premium  paid  on  bonds  redeemed 

Current— 

Cash  in  hands  of  assistant  treasurer 

Cash  in  hands  of  trustees,  first  mortgage  bonds 


Liabilities — 
Capital  stock. 


Funded  Debt- 
First  mortgage  bonds 

Less  land  grant  bonds  redeemed. 


Balance 

St.  Paul  and  Pacific  By.  bonds 

Second  mortgage  bonds 

Dakota  extension  bonds 

Consolidated  mortgage  bonds,  6  per  cent  . 
Consolidated  mortgage  bonds,  4%  per  cent . 

Montana  extension  bonds 

Pacific  extension  bonds 


Sinking  Funds— 

Land  grant  bonds  redeemed 

Premium  paid  on  bonds  redeemed 

Balance  for  account  first  mortgage  .... 
Balance  for  account  consolidated  mortgage 

Current  Ltabiltiies — 

Audited  vouchers  unpaid 

Unpaid  pay  roll 

Balance 


149,685  55 
20,459.81 


8,000,000.00 
4,000,000  00 


4,000,000  00 

366.000  00 

8,000,000.00 

5,676,000  00 

13,344,000.00 

14,127,000.00 

7,616,000.00 
9,696,969.70 


79,041,828.52 

9,696,969.70 

200,000.00 


170.234.36 


89,109,033.58 
20,000,000  CO 


82,825.969.70 


4,000,000.00 

200,000.00 

84,531  43 

72,761.21 

11,942  72 

1.00000 

1,912.828. 52 


89,109.033.58 


The  company  still  owns  some  1,636,656  acres  of  the 
4,300,000  received  as  land  grants  (see  above)  while  moneys 
due  by  purchasers  aggregate  over  $1,200,000.^  The  pro- 
ceeds from  land  sales  are  appUed  to  the  redemption  of  first 
mortgage  bonds  (at  105  or  less)  of  which  some  $4,000,000 
are  still  outstanding. 

The  Great  Northern  Railway  Company,  which  is  likewise 
presided  over  by  Mr.  James  J.  Hill,  embraces  the  railways 
enumerated  in  the  subjoined  statement,  and  has  a  total  length 
of  3,682  miles  (March  31st,   1892.) 


'    It  is    customary  for    railroads   to   sell  their  real  estate  upon  the  instal- 
ment plan. 

42* 
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Great  Norihern  Railway. 
Leased  from  St.  P.  JH.  &  M.  By. 


Miles, 


Main 
track. 


Second 
track. 


Third 
track. 


Fourth 
track. 


Side 
track. 


Total. 


Fergus  Falls  div. 
Breokenridge  div. 
Northern  div.  . 
Dakota  div.  .    . 
Montana  div.     . 


fTotal  main  track  G.  N.  Ry 


Proprietary  Companies 
Eastern  Ry.  of  Minn. 
♦Montana  Central  Ry. 
Willmar  &  S.  F.  Ry. 
Duluth,  W.  &  P.  Ry. 
Miijneapolis  U.  Ry.  . 


Total,  all  lines 


53270 

12-26 

8-10 

810 

138-50 

571-07 

14-66 

— 

— 

76-73 

53410 

6125 

50559 

— 

— 

46-41 

564-18 

56-55 

2,807-64 

2692 

8-10 

8-10 

37944 
2,850-76 

7239 

■■  ■ 

31-98 

192-54 

— 

— 

— 

2182 

146-91 

— 

11-22 

69-84 

— 

— 

409 

2-48 

2-48 

— 

^^^ 

1-84 

3,291-80 

29-40 

8-10 

810 

450-39 

3,230-20 


104-37 

214-36 

15813 

73-93 

6-80 


2,787-79 


t  This  statement  does  not  include  the  Pacific  extension  under  construction. 

*  Not  including  Neihart  and  Barker  branches  under  construction,  of  which 
42'60  miles  main  track  and  2-23  miles  side  tracks  are  practically  completed.  The 
whole  will  be  finished  this  season. 

These  lines  (see  map  4)  reach  from  Spokane,  Helena, 
Mont.,  and  numerous  points  in  Dakota  and  Mmnesota  to 
Minneapolis,  St.  Paul  and  Duluth,  and  traverse  the  same 
coimtry  as  the  Northern  Pacific;  with  the  latter  they  enter 
into  a  vigourous  competition  which,  on  account  of  the  exces- 
sive capitalisation  and  higher  operating  expenditure  of  the 
Villard  line,  takes  place  under  conditions  decidedly  favour- 
able to  the  Great  Northern. 

The  Great  Northern  Railway  Company  was  founded  in 
February,  1890,  and  has  a  capital  of  $20,000,000  5  p.c. 
preferred  non-cumulative  shares.^  These  shares  were  offered 
to  the  stockholders  of  the  Manitoba,  among  whom  Mr.  Hill 
still  figures  prominently,  at  50  per  cent.,  on  condition  that 
they  should  in  addition  surrender  to  the  Great  Northern  all 
securities  owned  by  the  St.  P.,  M.  and  M.,  amounting  to 
over  $22,000,000  nominal.  Part  of  these  funds  were  given 
in  trust  for  a  collateral  trust  loan  of  $8,000,000  which  the 


1  There  are  no  common  shares;  on  the  preferred  the  following  dividends 
have  heen  distributed:  In  Koveniber,  1890,  1  per  cent.;  in  1891,  4^;  in  1892, three 
quarterly  dividends  of  ^%  percent,  each  (up  to  September). 
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Gi'eat  Northern  undertook  to  pay  and  cancel.  The  securities 
obtained  from  the  Manitoba  were  deposited  to  secure  tlie 
future  homogeneity  of  the  system.  In  addition  the  Great 
Northern  issued  in  1892  $15,000,000  collateral  trust  bonds 
which  naturally  do  not  figure  in  the  subjoined  statements 
for  1891.  They  were  offered  to  holders  of  Great  Northern 
shares  at  72^,  are  redeemable  at  any  time  after  1893,  and 
secured  by  deposit  of  £3  000  000  7  p  c  Paeitic  extension 
bonds  of  the  St  P  Minn  and  Manitoba  With  this  capitah 
sation  the  Gieat  Northern  opeiates  all  railroads  enumerated 
above  with  the  results  given  in  the  btatementi)  below 

Revenue  and  Traffic  Statements  of  the  Great  2torthet)i  Ry  Oo 
with  Balance  SJieet  for  1891   taken  from  the  Annual  Report 
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0-91.      - 

'if 

98.480 
14,424 

5.742,043 
4,0«.673 

Paid  rental  of  St.  Paul,  Minn,  &  Han.  ER. 

Total  diaburaementa 

i3  3,422 
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GENERAL  BALANCE  SHEET,  JUNE  30,  1891. 


Aaseis— 

Cost  of  properties  and  securities  acquired 
from  St.  Paul,  Minneapolis  &  Manitoba 
Railway 

New  equipment.  .    .    .   '. 

Additions  and  improvements 

Other  properties  and  securities  owned  .    .    . 

Expended  for  construction  of  Pacific  line .  . 

Interest  on  bonds 


Expended  for  construction  of  other  lines.     . 

Current  Assess — 

Cash  in  St.  Paul  office 

Cash  in  New  York  office 

Cash  in  London  office 

Due  from  agents 

Due  from  United  States  Postal  Department. 
Due  from  United  States  Transportation.  .    . 

Advanced  charges 

Due  from  other  companies  and  individuals.  . 


Material  supply. 


Liabilities — 

Capital  stock 

Proceeds  from  lands  and  real  estate  sold 
Proceeds  from  securities  sold 


Current  Liabilities — 

Audited  vouchers  unpaid i 

Unpaid  pay  rolls 

Inter  due  under  lease  from  St.  P.,  M.  &  M.  Ry. 
Divid.  due  under  lease  from  St.  P.,  M.  &  M.  Ry. 

Interest  accrued,  not  due 

Dividends  accrued,  not  due 

Taxes,  not  due 

Unpaid  dividends,  Gt.  N.  Ry.  capital  stock. 
Due  to  other  companies  and  individuals    . 


Construction  Liabilities — 

Audited  vouchers  unpaid 

Unpaid  pay  rolls 

Due  to  other  companies  and  individuals 


Other  Liabilities — 
Montana  Central  Ry.  current  account    ,    . 
Eastern  Ry.  of  Minnesota  current  account 

Northern  Steamship  Co 

Climax  Coal  Co 

Sand  Coulee  Coal  Co 


Proceeds  Pacific  extension  bonds 

Interest  received  from  Pacific  extension  funds 

St.  P.,  M.  &  M.  Ry.  accounts  in  liquidation   . 

Fund  for  permanent  improvements  and  renew  . 

Balance 


$ 


19,250.000.00 

65.359.82 

698,892.75 


8,431,272.15 
886872  00 


8319,144.15 
43072S.68 


645,641.14 

1,379,582  65 

176,199.74 

153,909  84 

7  ,430  63 

15,662.88 

5,361.99 

1,531,762.00 


98,750.61 
731,250.00 


705,257.94 

375.302. 66 

912,198.00 

382.50 

202,146.67 

200,000.00 

58.011  26 

1.018.75 

88,183.88 


2,542,501.66 

833.769  55 

85,030  90 

348,447  61 


444,262.34 

1,191.99 

64,545  22 

373  78 

51,070  60 


8,005,599.40 
346,747.88 


20,014.252.57 
1,670,376.78 


9,249,872  83 


3,983,550.78 
557,925.77 

35,375,978.73 

20,000,000.00 

830,C00.6l 


3,809,749.72 


561,443.93 


8,352.347.28 
153,227.01 
267,060. 00 

1,402,150  18 


35,375,978.73 
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The  subjoined  table,  giving  some  details  with  regard  to 
the  finances  of  the  smaller  lines  controlled  by  the  Great 
Northern  Company,  and  showing  the  amount  of  their  bonds 
and  stock  owned  by  the  6.  N.,  is  of  interest: — 


Wilmar 
and  Sioux 
Falls  RR. 


DtUuih, 
Waleriown 

and 
Pacific  RR. 


Montana 
Central  Ry. 


Eastern 
Ry.  Oo.  of 
Minnesota ' 


Minne- 
apolis 
Union  Ry. 


Mileage 

Capital  stock 

„  r,  own.  by  G.N. 
Bonded  debt 

„  „  own.  byG-.N. 
Interest  Charges  .... 
Gross  earnings 


146-9 

$ 

1,500,000 

all 
2,625,000 
all 

175,500 
338,735 


69-8 
$ 

730,000 
all 
1,375,000 
all 

82,500 
30,441 


2351 
$ 

5,000,000 
all 

7.500,000 
500,000 
435000 

1.234,490 


72  4 

5,000,000 
all 

4,736,000 
200,000 
231.850 
836,444 


$ 

500,000 

all 

2,700,000 

none 

156,500 

286,848 
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The  Northern  Pacific  Raih-oad  was  chartered  by  Act  of 
Congress  of  July  2nd,  1864,  and  received  a  land  grant  of 
12,600  acres  for  every  mile  built  in  States  and  twice  that 
area  for  every  mile  completed  in  Territories.  Construction 
begun  in  1869,  and  the  section  from  Duluth  to  Bismarck, 
Dak.,  was  completed  in  1873;  in  1874  the  company  was 
unable  to  withstand  the  strain  of  the  financial  crisis  and 
defaulted  on  the  interest  of  its  bonds,  as  a  result  of  which 
its  affairs  were  temporarily  entrusted  to  the  management  of 
a  receiver,  until  the  property  was  sold  in  foreclosure  in 
1875  and  purchased  by  a  new  company,  organised  in  the 
interest  of  the  bond  and  stock  holders  of  the  old.  Like  the 
construction  of  other  Pacific  roads  that  of  the  Northern 
Pacific  offered  an  opportunity  to  unscrupulous  men  to  commit 
frauds  on  a*  gigantic  scale,  with  the  result  that  upon  lines 
with  an  aggregate  length  of  less  than  600  miles  a  capitaUsa- 
tion  had  been  piled  which  reached  the  enormous  dimension 
of  $100,000,000  in  shares  and  some  $43,000,000  in  bonds ; 
if  we  mention  that  up  to  1874  less  than  $22,000,000  had 
been  actually  spent  upon  construction  —  and  even  of  this 
sum  not  every  dollar  procured  a  dollar's  worth  of  property — 
some  idea  may  be  gained  of  the  extraordinary  manner  in 
which  the  capital  had  been  inflated.  The  reorganisation 
provided  for  the  conversion  of  bonds  and  interest  due  thereon 
into  preferred  stock,  and  the  bonds  being  redeemable  out 
of    the   proceeds   from   sales   of  the   company's   lands,    in 
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addition  to  being  acceptable  in  payment  for  such  lands,  the 
same  rights  were  granted  to  the  new  preferred  shares,  of 
which  a  total  of  $49,000,000  was  issued.  These  shares 
received  a  scrip  dividend  of  11  Vio  P-c  in  1883,  and  in 
conformity  with  the  land  sale  clause  have  been  reduced 
now  to  $36,545,250.  Construction  was  resumed  soon  after 
the  reorganisation,  large  forces  of  workmen  being  employed  on 
both  ends  of  the  line,  and  in  September,  1883,  the  new  trans- 
continental route  was  opened.  Since  then  a  great  number  of 
local  roads  have  been  added  to  the  system,  either  through  pur- 
chase or  lease,  the  increase  of  the  company's  mileage  having 
been  greatest  since  1886;  to-day  the  Northern  Pacific  em- 
braces a  total  of  5,215  miles,  briefly  summarised  as  follows: — 

Main  live:  Ashland,  Wis.,  to  Portland,  Ore.  .    .    .  2,137*1  miles. 

Numerous  branches 1,162*3      „ 

Leased   lines 1,0069      „ 

Trackage 42*5      „ 

Total  reporting  earnings 4,348*8     „ 

Add:  Wisconsin  Central  system 867*0      „ 

Total  system 5,215-8  miles. 

Since  the  Northern  Pacific  absorbed  the  Wisconsin  Central 
(q.  V,)  in  1890  its  lines  have  formed  direct  connections 
between  Portland,  Seattle  and  Tacoma  on  the  one  hand,  and 
Duluth,  St.  Paul  and  Chicago  on  the  other.  In  Chicago 
the  company  has  sub-leased  the  excellent  terminals  of  the 
Wisconsin  Central,  which  are  shared  by  the  Chicago,  St.  Paul 
and  Kansas  City  Railroad,  and  since  1891  by  the  Baltimore 
and  Ohio  Railroad,  which  works  under  close  agreement  with 
the  Northern  Pacific  (p.  275).  The  Wisconsin  Central  con- 
nects this  terminus  with  Ashland  and  St.  Paul,  meeting  the 
Northern  Pacific  at  both  points.  From  j^shland  a  line  runs 
to  Duluth  to  meet  the  main  road,  which  at  Staples,  some 
150  miles  West  of  that  young  and  thiiving  city,  absorbs  the 
main  hne  coming  from  Minneapolis  and  St.  Paul,  and  con- 
necting   with   the   Wisconsin   Central's   St.    Paul  branch. 
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From  staples  the  road  runs  onward  to  the  Pacific  coast, 
but  before  arriving  in  Portland  it  meets  three  distinct  sets 
of  branches  tapping  as  many  different  districts.  The  most 
notable  of  these  feeders  is  the  line  to  the  Red  River  wheat 
district  which  goes  as  far  as  Winnipeg  and  other  points 
in  Manitoba,  vigourously  competing  with  the  Great  Northern 
in  the  Red  River  Valley  and  with  the  Canadian  Pacific  in 
Manitoba.  The  latter  contemplates  making  reprisals  by  build- 
ing a  road  which  will  establish  communication  between  its 
main  route  and  the  "Soo"  line  at  some  point  in  Dakota, 
thus  obtaining  another  direct  connection  with  St.  Paul  and 
a  double  line  to  the  East. 

The  Northern  Pacific  meets  several  other  branches  to 
which  the  renowned  wheat  lands  of  Dakota  are  tributary, 
and  after  having  left  the  prairie  follows  the  Upper  Missouri 
valley  which  leads  into  Montana,  The  Eastern  part  of  that 
State  contains  many  vast  cattle  ranches  which  provide  heavy 
freight,  and  in]  its  centre  we  find  a  corner  of  the  Yellow- 
stone National  Park,  the  *  nation's  recreation  ground,'  which 
abounds  with  marvels  of  nature  and  fine  scenery  and  attracts 
growing  numbers  of  tourists,  a  fact  which  induced  the 
Northern  Pacific  to  project  a  branch  leading  into  the  Park. 
A  hundred  miles  further  we  find  the  Montana  mining  towns 
where  the  Northern  Pacific  has  a  second  set  of  branches  col- 
lecting mineral  freight  and  competing  with  the  Great  Northern 
and  Union  Pacific  raiboads.  The  road  traverses  Montana  and 
ascends  the  Rocky  Mountains  to  reach  Idaho,  having  practi- 
cally two  lines  crossing  the  *  Continental  Divide,'  a  small  gap 
formerly  existing  in  one  of  these  lines  being  now  obliterated.  In 
Washington  the  main  line  meets  the  third  set  of  branches  which 
tap  the  adjacent  wheat  region,  and  since  last  year  the  com- 
pany has  been  carrying  wheat  from  this  district  to  Duluth. 
Portland  being  the  natural  outlet  of  the  cereal  produce  of 
Washington,  and  the  district  being  some  3,000  miles  nearer 
to  the  Pacific  Ocean  than  to  the  Atlantic  coast,  it  seems 
somewhat   mysterious   how  the   Northern  Pacific  can  carry 
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this  wheat  at  a  profit;  nevertheless  during  1891  it  broi^ht 
some  6,000  cars  to  Duluth,  surely  one  of  the  most  miraculous 
performances  ever  witnessed  in  the  riulway  world.  From 
Washington  the  main  Ihae  reaches  Tacoma,  on  Puget  Sound, 
where  it  meets  a  road  running  along  that  picturesque  inlet 
and  leading  to  Portlaud,  the  terminus  of  the  system,  where 
the  company  has  built  one  of  the  best  appointed  hotels  in 
America,  '  The  Portland, '  which  contains  three  hundred 
rooms. 

This  summary  shows  that  the  Northern  Pacific  has  a  vast 
field  of  operations,  and  that  it  chiefly  depends  upon  agn- 
eulture,  although  products  of  forest  and  mine  contribute  no 
mean  share  of  the  total  freight  it  carries.  The  country  served 
being  quite  young  and  developing  at  a  marvellous  pace  it 
follows  that  the  business  of  the  Northern  Pacific  must  show 
an  appreciable  expansion,  and  such  is  indeed  the  case,  the 
freight  movement  per  mile  of  road  having  increased  since 
1886  to  the  extent  of  fully  sixty  per  cent,  mainly  owing  to 
the  general   development  the   country   tributary  to  the 

system.  This  expansion  ot  siness  had,  of  course,  a  most 
■■ '  effect  upon  earnings,  vhich  per  mile  of  road  kept 
on  mereasing  until  1890,  since  hich  year  they  have  shown 
a  serious  decline.  Nevertheless  t  total  remains  satisfactory, 
as  is  shown  by  the  following  table. 

Traffic  Statistics  relating  to  the  Northern  Pacific. 


A«rag. 

F^,^„g.r. 

pwftdt                1 

mnioH 

..,. 

M^^u., 

Taiufnfslit 

B,(., 

«„«.».     1 

optr„l.d 

«im>d 

- 

om™i;i 

Cnirt. 

"'""'"■ 

C«.(<, 

• 

ie85 

164 

6,697.179 

1886 

1891 

S44'3 

2.63 

1,258-3 

1892 

4348 

2228 

2.70 

l,ffi7'8 

1.40 
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In  spite  of  this  appreciable  growth  of  traffic,  however, 
the  company  is  in  a  less  favourable  condition  now  than  it 
was  a  few  years  ago.  This  is  chiefly  a  result  of  the 
enormous  additions  to  the  funded  debt,  which  has  almost  been 
doubled  since  1886,  although  since  then  the  mileage  operated 
has  barely  increased  sixty  per  cent.,  while  rentals,  guarantees 
to  branch  roads,  etc.,  have  also  grown  at  an  alarming  pace. 
There  can  be  no  doubt  that  the  additions  to  the  system, 
on  account  of  which  the  majority  of  the  present  heavy 
charges  were  incurred,  contributed  materially  towards  the 
expansion  of  business  which  is  the  only  bright  feature  of  the 
company's  condition;  nevertheless  these  advantages  were 
paid  for  too  dearly,  a  fact  which  is  rendered  manifest  by 
a  comparison  of  the  accounts  for  the  last  few  years. 

Gross  Earnings  and  net  Earnings  since  re-organization, 

September,  29,  187^. 


Ratio  of 

Gross 

Net 

Gross 

Net 

Operating 

Earnings 

Earnings 

Year. 

Mileage. 

Earnings. 

Earnings* 

Expenses 

per 

per 

$ 

$ 

to  Earnings 
p.c. 

EO'td  Jlile. 

$ 

Road  Mile. 

-  $ 

1875-6 

555 

739,745 

283,718 

61  64 

1,332 

511       1 

1876-7 

650 

965,823 

393.024 

59-31 

1,485 

604       ! 

1877-8 

650 

1,193,381 

562,079 

52-90 

1,835 

864 

♦1878-9 

722 

1,167,261 

348,305 

70-16 

1.616 

482 

1879-80 

722 

2,230,181 

884034 

60  36 

3,088 

1,224 

1880-1 

749 

2,994,519 

1,198965 

59  97 

3,998 

1,600 

1881-2 

1,117 

5,430,305 

2172  577 

60  00 

4,861 

1.945 

1882-3 

1,502 

7,855,459 

29C2,392 

6305 

5.228 

1.938 

1883-4 

2,333 

12,603,575 

5.681.050 

54  93 

5  402 

2,435 

1884-5 

2,496 

11,234,149 

5.280.349 

53-00 

4,501 

2.115       1 

1885-6 

2,718 

11,730,527 

5,811,227 

50-46 

4,315 

2,138 

1886-7 

2,876 

12,789,448 

5,884  &31 

53  99 

4.447 

2,046 

1887-8 

3,219 

15,846,327 

6.820.731 

56-96 

4.322 

2,113 

1888-9 

3,439 

19,707,467 

7  843,926 

60-20 

5687 

2,280 

1889-90 

3,585 

22,610,502 

9,521.365 

57  89 

6272 

2,655 

1890-1 

4,222 

25,151,544 

10,211.141 

59-40 

5,941 

2.418 

1891-2 

4,412 

24,661,457 

10,485.392 

57-48 

5,589 

2,376 

10  months  only. 
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Average  mileage  operated 
Earnings — 

Freight 

Passenger 

Mail 

Express 

Miscellaneous 


EARNINGS  AND  EXPENSES. 

1891-92.    1890-91.    1889-90. 
4,222  3,584  3,439 


Total  earnings.... 
Operating  expenses. 
Percentage 


Net  earnings. 


17,383.771 
6,296.285 

981,401 


24,661.457 

14,176365 

(57-48) 


10,485,092 


17,531,223 
6,680,491 

939,830 


25,151,544 

14,940,402 

(5940) 


10,211,142 


15,600,320 

6,167,702 

451,781 

330,822 

59,878 


22.610.503 
13,089,137 
(57-89) 


3.521,366 


1888-89. 

3,219 

$ 

12,877,838 

5.824.163 

443,638 

298,170 

263,659 


19,707,468 

11,863.541 

(60-20) 


7,843,927 


1887-88 

2,876 

$ 

10,426,244 

4,577,898 

399.152 

266910 

176.124 


15846,328 

9025,596 

(56-96) 


6,820,732 


Net  earnings— No.  Pac.  .  . 
Wis.  Cent.  . 


Total 

Miscellaneous  income.  . 

Available  re-venue  . 

Fixed  Charges — 
Rentals- 
Wisconsin  Central  .  .  . 
St.  Paul  &  No.  Pacific.  . 
Coeurd'Al.  R'y  &Nav.    . 

Manitoba  road 

Minn.  Union 

Ch.  St.  P.,  Minn.  &  Omaha 
Seattle  &  Northern.  .   . 
Tacoma  Land  Co.  .  .  . 

Equipment 

No.  Pacific  Terminal .  . 
Property  at  Winnepeg. 

Branch  roads 

Taxes,  Northern  Pacific 
Do.    Wisconsin  Central 
Funded  debt  interest .  . 
General  interest,   sinking 

funds  and  miscellaneous 


INCOME  ACCOUNT. 


1891-2. 


10,485,029 
2.047,727 


12,532,819 
2,052,485 


1890-1. 


10,211,142 
1.888,445 


Total 
Surplus..   . 


14585,304 


2.252,816 
1,090,761 

24,>592 
18,048 

13,519 

5,800 

44,894 

700 

951,346 

400,986 

191,963 

6,901,956 

1,828,236 
13.750,417 


12.099.587 
2,000,096 


1889-90 


9,521,366 


9521366 
1,070,818 


14,099,683 


2,107,615 
1,024.058 

35,858 

46.516 

1.921 

7,728 


10,592,184 


1,779 
1,045,646 

22,230 

46,251 

2,140 


228,445  233,976 

15,022  72,000 

467 

1,014,689  1.333,008 

460,594  374,609 

168,505| 

6,247,074,1  5,115,752 


830,429   284,902 


1888-89. 


7,843,927 


7,843.927 
441,097 


8,285,024 


709.163 

135,007 

22,230 

46,005 

2,140 

6,000 

106,718 

72,000 

1,060,738 
322,403 

4.917,833 


1887-8. 


6,820,732 


6,820,731 
530,724 


7,351.456 


644,977 

22,147 

44,623 

2,140 


68.472 

881,073 
241,288 

4,703,955 


343,369   224,095 


12,188930  8,532.293  7,803,546  6,823,770 


1.910.753  2,049,891 


481,478 


518,686 
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Assets — 
BR.  equipment,  lands,  etc 

Contingent  assets 

Stocks  and  bonds  owned.. .  • 
Deferred  land  payments*. . . 
Bills  and  accounts  receinable 

Chicago  terminals 

Materials,  fuel,  etc 

Cash  on  hand 

Sinking  funds,  etc 

Suspense  account 

Total 

Liabilities — 

Common  Stock 

Preferred  Stock 

Funded  debt 

Dividend  certificates 

Branch  bonds  guaranted. . . 

Interest  and  rent,  accrued. 

Guar,  interest  and  sink,  fund 
on  branch  road  bonds... 

Dividends 

Sinking  funds 

Sales  of  land  covered  by 
first  mortgage 

Bills  and  accounts  payable. 

Miscellaneous 

Profit  and  loss 

Total 


1892. 

$ 

204868.025 

21,483.597 

11.118,418 

5.932,269 

6.965.937 

4,518,069 

1,547,670 

2.176,754 

.    617,579 


258,358.938 

49,000,000 
37,172.578 
82,503,000 
935.500 
20,981,000 
2,323,300 


2,494,604 

2,008,886 

5,909,963 

88.681 

3,474,269 


206,891,181 


1891. 

$ 

193811,596 
29,866,679 
7.268051 
5.669.890 
6,223.619 
6,285,448 
2,149,258 
2406.811 
1,605,481 
57,839 


254,744,672 

40.000.000 

36,983,324 

108,470,276 

749.500 

22,204,000 

2,253,016 

417,690 

376,713 

3,420,544 

2,505,671 

6,759,958 

3,424 

1.576,999 


234,721,006 


0. 

1890. 

$ 

180,48i350 

26,884,285 

4,976,252 

5,581,244 

5493,469 


2,360,962 
5,321,556 
3,618.201 


234,721.000 

49,000,C00 

36,658,613 

124,306,000 

645,500 

15,166,000 

2.667,089 

604,050 
374,298 


2.778,289 
tl7,209.182 

5,335,650 


254.744,672 


1889. 

$ 

164,482,686 

22.208731 

3,231,382 

5,119,147 

4,879,789 

2.206,646 
1,933.894 
2.82a906 


206,891,118 

49.000,000 

36,564,250 

128122.000 

610,500 

15.349,C00 

2,653.141 

791,027 

7,967 

2,910,856 

10,366,448 

4,518,669 

165,424 

7,299,656 


258.358,938 


*  Applicable  to  retirement  of  preferred  stock  and  bonds. 

fThis  includes  $6,285,447  bills  receivable  on  account  of  Chicago  terminals ;  they 
are  offset  by  a  similar  amount  of  bills  payable  on  same  account. 

Until  last  year  everything  went  extremely  well  and  the 
company  was  even  in  a  position  to  resume,  or  at  any  rate  did 
resume,  the  payment  of  dividends  on  the  preferred  stock, 
which  had  received  no  distributions  since  1894.  In  1890-91, 
with  an  av^ailable  net  revenue  of  $14,099,683,  fixed  charges 
amounted  to  $12,188,930,  so  that  there  was  a  sui'plus  of 
$1,910,753  above  first  charges,  amply  sufficient  for  a4p.c. 
dividend  on  the  preferred  shares.  During  the  year  just 
terminated,  however,  the  revenue  in  excess  of  first  charges 
amounted  to  only  $834,887 ;  there  was  an  increase  in  gross 
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revenue  approximating  nearly  half  a  million  dollars,  but  first 
charges  rose  some  $1,550,000,  and  as  a  result  the  quarterly 
dividends  of  1  p.c.  had  to  be  discontinued  in  May  last. 
What  this  enormous  advance  in  first  charges  arises  from  has 
not  thus  far  been  revealed.  The  above  income  account 
shows  that  interest  on  debt  rose  $650,000,  as  was  expected 
because  of  the  increase  in  liabiUties,  but  in  addition  *  gene- 
ral interest,  sinking  funds  and  miscellaneous '  called  for 
an  expenditure  of  $1,823,000,  nearly  one  million  more  than 
in  1890-91.  The  cause  of  this  huge  increase  is  not  ex- 
plained at  the  time  of -writing,  although  it  will  presumably 
be  known  when  this  volume  is  in  the  hands  of  the  public; 
but  it  is  safe  to  predict  that  some  unpleasant  surprise  is 
in  store.    (See  Supplement) 

The  changes  which  have  overtaken  this  company  during 
the  last  few  years  have  all  been  for  the  worse.  A  large 
floating  debt  has  been  contracted,  partly  in  connection  with 
the  Chicago  terminals,  partly  in  consequence  of  the  con- 
struction of  hitherto  unremunerative  feeders;  the  Wisconsin 
Central  has  been  leased  upon  terms  involving  a  direct  loss, 
and,  last  but  not  least,  the  competition  of  the  Great  Nor 
thern  is  more  keenly  felt  in  the  same  degree  as  that  road 
approaches  the  Pacific  coast.  The  over-capitaUsed  K  P. 
cannot  possibly  compete  with  Mr.  Hill's  property,  which, 
as  we  have  seen  before,  derives  its  strength  from  a  small 
capitalisation,  technical  perfection,  and  manageiLcnt  of  the 
highest  order,  three  cardinal  quaUties  which  the  Northern 
Pacific  lacks.  The  effect  which  these  differences  have  upon 
both  companies  is  strikingly  illustrated  by  the  fact  that  since 
1889-90  gross  revenue  per  mile  fell  11  p.c.  on  the  Northern 
Pacific  while  on  the  rival  line,  which  practically  serves 
the  same  country,  it  is  increasing  fast.  This  contrast  is  so 
striking  that  it  cannot  be  explained  away  even  by  the  most 
liberal  allowance  that  can  be  made  for  the  decUne  of  business 
sustained  by  the  Pacific  divisions  of  the  N.  P.;  the  real 
explanation  is  to  be  found  in  the  respective  rates  of  the  two 
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companies.  In  1890-91  the  average  rate  on  the  Northern 
Pacific  was  1.38c.,  the  proportion  of  operating  expenditure 
59*40  p.c. ;  hence  this  company  cannot  move  a  ton  of 
freight  one  mile  at  less  than  the  average  cost  of  0.820c.  In 
the  same  year  the  Great  Northern's  average  rate  was  1.24c., 
its  operating  expenditure  50*22  p.c,  its  cost  of  moving  one 
ton  one  mile  0.623c.  This  simply  means  that  the  Great 
Northern  could  still  make  a  handsome  profit  if  it  were  to 
cut  rates  to  such  extent  as  to  be  lower  than  the  expenses  per 
ton-mile  on  the  Great  Northern.  This  fact  renders  further 
remarks  relating  to  the  infiuence  of  Great  Northern  compe- 
tition absolutely  superfluous. 

Like  all  Pacific  roads  the  Northern  Pacific  owns  very 
extensive  tracts  of  land,  the  sale  of  which  yields  a  constant 
revenue.  The  company  received  in  all  46*8  million  acres, 
of  which  over  39  millions  are  still  in  its  possession.  In 
1890-91  366,000  acres  were  sold  for  $1,450,000,  and  pay- 
ments received  on  account  of  lands  sold  amounted  to 
$1,389,517,  which  sum  served  for  redemption  of  theprefer- 
I'ed  stock.  The  immense  extent  of  these  lands  is  often 
pointed  to  as  a  hopeful  feature  of  the  Northern  Pacific,  but 
only  by  optimists;  they  represent  a  great  value,  but  it  will 
require  time  to  realise  these  assets.  Moreover,  their  presence 
has  been  discounted  long  since  by  the  men  who  are  respon- 
sible for  the  huge  capital  of  $214,000,000,  specified  below 
and  at  least  $120,000,000  greater  than  it  ought  to  be. 

Share  Capital, 

Common  stock  (par  100) 49,000,000 

Preferred  Stock  (par  100)  issued S- 1,000,000 

Less  cancelled  by  land  sales 14,435,750 

36,564,250 

Total 85,564,250 

Preferred   stock  must  be  accepted  at  par  in  payment  for  lands  and   can  be 
redeemed  by  the  proceeds  from  lands  sold.  (See  above.) 
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HJesuiiH  dfvlnlon  bonds 

Psnd  d'Orelllt  diT.  bonds.. - 
•General  flntt  mortg.  bonds 
•General  second  mtg.  bonds 


1A81  IJbd.  1,  1921 
ISas  IDec.  1,  1933 
V«J  iDec>  1.  1937 

1888  IJhd.  1.  1907 

1889  lOeo.  1,  I9BB 


n"  Lnn'rinn." 


Tnta 


i2,.wn'  ■ 


1  Of  these  certiflcatea.  which  origijiallj  amonnted  to  »4  810,821,  tUSez.SOO. 
ver«  extended  rrom  Ist  Janoary,  1888,  to  let  January,  1907,  the  company 
reserving  the  right  to  pay  off  the  principal  on  any  Interest  day  after  1892 upon 
30  days'  notice,  the  balance  beine  paid  off  aa  presented  after  lat  January.  18 
Holders  of  the  »lJ78.5flO  were  given  tl  '  ....... 


0  third  m 


aary,  1 


Statement  of  Branch  BoadBonds  guaranteed  by  Northern  Pacific 
SB.  Company  at  30th  June,  1891. 


1            1                                  !           Mtrul.  ■        ! 

1    of      Dat}      a^lurag.     '        '                          1    '  «" " 

James  Valley  Blver  RR. 

nSlut"*  «an?lobrBB . '. 

dIv. " 

Helena&RedMonnt.RR. 

Coenrd'AleneKy.&Nav. 

1       1                        p.c.                                S         i 
64-aO  1888  Jan.  1,    1836     6   IJan.andJuly.l     963,000 
111  521B88,May  1.    1938      6    May  and  Nov.!  1,786,000 
110  001888  July  1,    1936  ;   6  .Jan.  and  Jnly.j  1.650,000  | 

96  7«1887;june  1,    1937      fl   IjnneandDec.    1,451,000 
17-25  1887  March  1,1937      6    .Mar  and  Sept.      440,000' 
103-54  lije8  Sept,  1.  1B38  ^   6        .               ,       1,750,000 
318-541888     ,            „     1  6       ,                    5381,000 

Total 

868-37,                                   1        1                           14.599.000  1 

Note.  At  the  time  of  ffoirig  to  press  the  Annual  Report 
has  just  come  to  hand;  extracts  from  it  are  given  in  the 
Supplement. 


CHAPTER  XLVllI. 

THE  DENVER  AND  RIO  GRANDE  RR. 

The  Denver  and  Rio  Grande  Railway  Company,  chartered 
in  October,  1870,  intended  to  construct  a  raih*oad  from 
Denver  to  EI  Paso  on  the  Rio  Grande  del  Norte,  the  river 
forming  the  Northern  boundary  of  Mexico.  ^  This  scheme 
was,  however,  abandoned,  chiefly  because  an  understanding 
with  the  Atchison  was  arrived  at  in  1880  according  to 
which  the  company  was  to  abstain  from  constructing  lines 
South  of  Espanola,  in  the  Northernmost  part  of  New  Mexico, 
while  the  Atchison  undertook  to  build  no  railway  into  the 
Rockies ;  in  consequence  the  Denver  and  Rio  Grande  became 
a  Rocky  Mountain  route  and  a  mineral  road  instead  of  a 
railroad  connecting  with  Mexico.  This  compact  was  entered 
into  to  terminate  the  protracted  squabbles  between  the  two 
companies,  chiefly  arising  from  their  eagerness  to  forestall 
each  other.  The  Rocky  Mountains  have  but  few  passes, 
usually  availing  themselves  of  the  renowned  canons  which  cut 
their  way  through  the  rocky  soil ;  and  these  precipitous  gor- 
ges being  in  many  cases  so  narrow  that  they  hardly  offered 
room  for  one  railroad,  the  two  companies  became  involved 
in  frequent  disputes  over  the  *  right  of  way.'  The  most 
curious  circumstance  connected  with  these  quarrels  was 
that  while  the  attorneys  were  fighting  in  the  Courts  of 
Justice  the  workmen  employed  by  the  respective  companies 
were  attacking  each  other  with  pickaxe  and  shovel.  Similar 

^  In  those  days  Denver  had  but  one  connection  with  the  East  (via  the  Kan- 
sas Pacific,  which  now  forms  part  of  the  Union  Pacific),  although  the  Denver 
Pacific  was  then  projected,  this  being  the  present  U.  P.  line  from  Denver  to- 
Cheyenne. 
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lights  were  of  frequent  occurrence  in  mountainous  districts, 
and  are  occasionally  heard  of  even  to-day.  When  I  was 
in  Deadwood,  Dak.,  in  the  autumn  of  1891,  the  employes 
of  the  Burlington  were  reported  to  be  engaged  in  petty  war- 
fare with  those  of  the  Northwestern,  both  companies  being 
desirous  of  occupying  a  narrow  pass  in  the  Black  Hills. 

The  Denver  and  Rio  Grande  and  Atchison  companies 
fought  chiefly  for  the  right  of  way  in  the  canon  of  the 
Arkansas  River,  both  the  D.  and  R.  G.  and  the  Pueblo 
and  Arkansas  Valley  RR.,  which  was  part  of  the  Atchison 
system,  being  anxious  to  secure  this  narrow  pass.  To  settle 
tliis  dispute  the  D.  and  R.  G.  was  leased  to  the  Atchison 
for  thirty  years,  the  way  being  paved  for  an  ultimate  con- 
solidation of  the  two  systems;  but  after  having  been  in 
operation  for  a  short  time  the  lease  was  suddenly  terminated 
by  the  D.  and  R.  G.,  which  alleged  that  the  Atchison 
did  not  carry  out  its  obligations,  and  protracted  litigation 
followed,  ending  with  a  decision  of  the  United  States  Su- 
preme Court  in  favour*  of  the  Denver  road.  The  latter  had 
been  placed  in  the  hands  of  a  receiver  while  the  case  was 
sub  jiulice,  ^  and  the  conflict  between  the  workmen  was 
recommenced.  After  the  judgment,  however,  the  two  com- 
panies arrived  at  the  compromise  mentioned  above,  which 
terminated  all  rivalry  by  confining  each  to  a  field  in  wliich 
it  did  not  compete  with  the  other.  Until  that  time  con- 
struction had  progressed  rather  slowly,  only  four  hundred 
miles  of  road  being  completed  between  1872  and  1880,  but 
under  the  direction  of  General  W.  J.  Palmer  it  was  pushed 
ahead  as  fast  as  possible,  and  by  18^2  seven  hundred  more 
miles  had  been  opened  for  traffic.  These  were  mostly  narrow 
gauge  roads  tapping  the  coal,  lead,  and  silver  mines  of 
Colorado,  but  one  of  them  ran  from  Gunnison  to  the  Utah 
State  Line  where  it  connected  with  the  Denver  and  Rio 
(Grande  Western,  thereby  establishing  direct  connection  be- 

^  This  was  one  of  the  rare  instances  where  a  receivership  arose  from  litigation 
and  not  from  insolvency. 

43* 
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tween  Denver  and  Ogden,  the  terminus  of  the  Central 
Pacific;  and  as  the  Burlington  had  meantime  completed  its 
Denver  extension  (p.  496)  the  Union  Pacific  lost  its  monopoly, 
a  direct  through  route  from  Chicago  to  Ogden  being  created 
by  the  combination  of  the  D.  and  R.  G.  Western,  the  D. 
and  R.  G.  and  the  Chicago,  Burlington  and  Quincy. 

Between  1879  and  1882  construction  and  extension  pro- 
gressed at  a  rapid  pace,  but  by  the  latter  date  a  number  of 
complications  had  set  in  which  checked  further  progress.  As 
early  as  1876  the  company  defaulted  on  its  interest,  but  this 
was  an  event  of, no  lasting  consequence.  The  crisis  of  1873 
had  rendered  railroad  stock  well-nigh  unsaleable,  and  there- 
fore the  company  could  find  no  buyers  for  its  new  bonds, 
with  the.  result  that  funds  which  ought  to  have  been  applied 
to  the  payment  of  interest  were  absorbed  in  construction. 
The  bondholders,  however,  were  well  aware  of  this  fact, 
and  consented  to  an  arrangement  providing  for  the  postpone- 
ment of  the  payment  of  three  semi-annual  interest  coupons, 
a  step  which  proved  amply  sufficient  to  avert  a  catastrophe. 
A  few  years  later  the  company  had  no  difficulty  in  finding 
buyers  for  its  bonds,  and  the  deferred  coupons  were  paid 
in  1879.  But  the  rapid  construction  of  new  lines  which, 
needless  to  say,  offered  but  very  scanty  returns,  soon  pro- 
voked another  crisis  of  a  more  serious  nature,  which .  was 
aggravated  by  several  other  events.  The  D.  and  R.  G. 
Western  had  been  leased  upon  outrageous  terms,  a  rental 
of  40  p.c.  being  paid  to  that  road  which  was  built  by  the 
parties  who  controlled  the  Rio  Grande;  and  these  people 
acting  simultaneously  as  lessors  and  lessees,  looked  after 
their  own  interests  in  a  manner  hardly  conducive  to  the 
welfare  of  D.  and  R.  G.  shareholders.  The  lease  proved  a 
heavy  burden,  and  meantime  there  came  bad  years,  and 
investors  who  a  few  years  ago  had  seized  with  avidity  all 
Denver  securities  offered  to  them  now  hesitated  to  do  so 
again,  the  more  because  unfavourable  statements  were  put 
into    circulation ;   and  as  the  company  stood  in  urgent  need 
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of  further  funds  to  put  its  lines  in  working  order,  while  its 
credit  was  as  good  as  exhausted,  it  became  clear  that  a 
crisis  was  impending.  Moreover,  vague  rumours  of  extrava- 
gant, not  to  say  dishonest,  management  shook  confidence, 
and  the  report  of  four  new  directors  (elected  April,  1883) 
which  affirmed  these  rumours,  was  not  calculated  to  im- 
prove matters.  These  directors  urged  the  necessity  of 
far-reaching  reforms,  such  as  the  discharge  of  superfluous 
general  officers  with  excessive  salaries,  the  introduction  of 
rigid  economy,  etc.,  and  as  a  result  General  W.  J.  Palmer, 
who  had  been  president  since  the  foundation  of  the  company, 
resigned,  and  was  succeeded  by  Mr.  Lovejoy.  After  a  few 
months  that  gentleman  began  to  purge  the  staff  of  its  most 
objectionable  members,  including  Mr.  David  G.  Dodge,  the 
general  manager;  but  the  latter,  while  resigning  his  post  as 
manager  of  the  Rio  Grande,  refused  to  do  so  in  his  capacity 
as  manager  of  the  leased  D.  and  R.  G.  Western,  saying 
that  that  company  had  engaged  him  for  life.  This  led  to 
a  law  suit  which  was  decided  in  favour  of  Mr.  Dodge, 
who  is  still  a  prominent  member  of  the  management  of  the 
Rio  Grande  Western.  Another  quarrel  resulted  from  the 
deposition  of  General  Palmer,  who  was  also  president  of  the 
Colorado  Coal  and  Iron  Company,  a  corporation  which  was 
one  of  the  best  customers  of  the  railway  and  enjoyed 
favourable  tariffs,  thanks  to  the  dual  position  of  its  president. 
In  this  dispute,  however,  the  new  regime  again  proved  vic- 
torious, the  General  being  ousted  from  the  Board  of  the 
coal  company  through  the  influence  of  the  railway.  In 
the  meantime  these  constant  squabbles  with  influential 
individuals  and  railways — there  had  also  been  disputes  with 
the  Union  Pacific — had  reacted  upon  the  business  of  the  road, 
which  earned  much  less  in  1884  than  in  the  three  preceding 
years,  although  it  had  a  considerably  larger  mileage.  As  a 
result  the  company  was  compelled  to  default  on  its  interest/ 
and  the  road  went  into  the  hands  of  a  receiver  and  was 
foreclosed  in  1886,  when  it  was  reorganised  as  the  Denver 
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and  Rio  Grande  RMhvad  Company  in  such  manner  that  no 
further  financial  embarrassments  need  be  apprehended.  ^ 
Since  the  reorganisation  very  few  extensions  have  been  made, 
but  a  considerable  proportion  of  the  narrow  gauge  roads  have 
been  converted  into  standard  gauge,  and  the  efficiency  of 
the  entire  system  has  been  raised  to  a  very  satisfactory 
level,  the  cost  being  chiefly  defrayed  out  of  an  improvement 
mortgage  gradually  issued  since  1888.  On  June  30th,  1892, 
the  company  operated  1,687  miles  of  road,  the  average  during 
the  year  terminating  on  that  day  being  1,579  miles,  and  now 
possesses  an  elaborate  network  of  lines  in  Southwestern  and 
Central  Colorado,  the  greater  part  of  which  are  narrow 
gauge  and  of  local  importance,  while  broad  gauge  roads  run 
from  Denver  to  Trinidad  via  Pueblo,  and  from  Pueblo  to 
the  Utah  State  Line  via  Toledo  and  Leadville.  The  railroads 
are  supplemented  by  coach  routes  and  penetrate  into  all 
settlements  of  the  Rocky  Mountains,  where  they  enjoyed  an 

^  The  reorganisation  of  1886  necessitated  a  rearrangement  of  its  capitalisation 
in  order  to  reduce  fixed  charges.  Pitior  to  this  event  the  capital  of  the  company 
consisted  of  $38,000,000  common  stock  ($50,000,000  authorised)  nearly  all  of  which 
had  been  issued  gratis  to  bondholders;  for  example,  in  1883  $5,000,000  stock 
were  issued  gratis  to  subscribers  for  an  equalamount  of  bonds,  which,  moreover, 
were  sold  at  75  p.c.  Apart  from  this  stock  there  were  outstanding: 

7  p.c.  30  yr.  first  mortgage  bonds $6,382,500 

7    „      consol.  mortgage  bonds 19,740,500 

5    „      general           „           „      ($30,000,000  auth.)    ....    2,500,000 
Car  trust,  etc .  .    3606,000 

Total.  .  $32,229,000 
In  the  reorganisation  the  common  stock  was  simply  exchanged  share  for 
share,  and  $7,500,000  reserved  to  purchase  the  Rio  Grande  Western  RR.  An 
assessment  of  $6.00  was  levied  on  common  stock,  holders  of  which  received  in 
consideration  thereof  $4,560,000  in  preferred  stock.  Then  $28,000,000  5  p  c. 
non-cumulative  preferred  stock  was  created,  and  distributed  to  stock  and 
bondholders  to  compensate  them  for  assessments,  reduction  of  interest,  arrears, 
etc.,  with  the  exception  of  $4,350,000  which  was  and  still  is  reserved  for  the 
purchase  of  the  Rio  Grande  Western.  The  7  p.c.  30  yr.  bonds  were  replaced  by 
new  sevens,  but  the  other  securities  were  all  exchanged  into  4  p.c  first  consol. 
mortgage  bonds,  of  which  an  issue  of  $42,000,000  was  authorised.  Of  this  total 
$6,382,000  are  reserved  to  retire  the  old  sevens,  when  they  mature  in  1900; 
$19  740,500  were  given  in  exchange  for  the  7  p  c.  consolidated  bonds,  dollar  for 
dollar,  which  as  compensation  for  the  reduction  of  Interest  and  the  coupon  that 
were  overdue  in  June.  1886,  received  $13  818,350  of  the  new  preferred  stock. 
Further,  $3,451,200  of  4  p.c  bonds,  plus  $1 030,400  of  preferred  stock,  were  given 
in  exchange  for  car  trust  stock,  $6,900,600  bonds  were  reserved  for  the  purchase 
of  the  R.  G.  Western,  failing  which  they  were,  together  with  the  remainder  of 
$5,525,800  to  be  retained  in  the  treasury  to  be  issued  as  future  needs  require, 
and  subject  to  the  consent  of  a  majority  of  preferred  stockholders.  The  bond- 
holders obtained  voting  powers  for  five  years,  but  their  controlling  powers 
expired  in  1891  when  they  reverted  entirely  to  the  stockholders.  No  preferred 
stock  can  ever  be  issued  without  the  consent  of  common  shareholders. 
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absolute  monopoly  until  the  competition  of  the  Colorado 
Midland  and  Union  Pacific  began  to  exercise  its  influence. 
The  portion  between  Pueblo  and  Denver  is  used  under 
trackage  agreement  by  the  Rock  Island  (see  p.  521)  and  the 
^section  from  Pueblo  to  Trinidad  by  the  Texas  line  of  the 
Union  Pacific.  Similarly  a  small  part  of  the  broad  gauge 
line  to  Ogden,  known  as  the  Rio  Grande  Junction  RR.,  is 
owned  jointly  by  this  company  and  the  Colorado  Midland. 
The  lines  of  the  D.  and  R.  G.  are  all  situated  in  Colorado 
with  the  exception  of  that  to  Espanola,  N.  M.,  which  con- 
nects with  the  Atchison  for  El  Paso  and  Mexico,  and  the 
narrow  gauge  line  which  passes  the  New  Mexican  border 
on  its  'tour  round  the  circle.'  The  system  practically  con- 
sists of  two  parts,  one  of  which  has  standard  gauge  while  the 
other  has  not.  The  broad  gauge  lines  are,  of  course,  the  most 
important;  they  run  from  Denver  South  to  Pueblo,  where 
they  meet  the  Missouri  Pacific  and  the  Atchison,  and  further 
in  the  same  direction  to  Trinidad,  at  which  point  junctions 
are  formed  with  the  Texas  branch  of  the  U.  P.  and  the 
Atchison  road  to  California  and  Mexico.  From  Pueblo  to 
Orand  Junction  runs  the  main  line  to  the  West,  connecting 
ivith  the  Rio  Grande  Junction  and  Rio  Grande  Western  for 
Salt  Lake  City  and  Ogden.  The  narrow  gauge  lines  traverse 
the  Rocky  Mountains  in  many  directions,  and  penetrate  into 
all  places  where  picturesque  sights  attract  tourists,  or  miners 
dig  into  the  earth's  bowels,  or  farmers  cultivate  the  soil.  There 
are  hundreds  of  mines  along  the  system,  coal,  lead,  zinc, 
silver  ores  and  stones  being  the  heaviest  products  and  there- 
fore the  most  desirable  freights;  of  the  1,904,000  tons  carried 
in  1891-92,  839,000  were  coal  and  261,000  precious  ore, 
while  325,000  consisted  of  other  mineral  produce.  Leadville 
is  the  principal  mining  town  in  Colorado  and  has  quite  a 
large  population — some  people  say  as  many  as  20,000,  and 
there  are  many  other  growing  mining  towns  such  as  Salida, 
Rifle  Creek,  Silverton,  Ironton,  etc.  In  these  townships  life 
is  more   romantic  than  attractive;  six-shooters  seem  an  in- 
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dispensable  article  de  toilette,  ceaseless  references  are  made 
to  fate  in  future  life,  and  an  immense  amount  of  gambling- 
in  mining  shares  or  at  the  poker  table  is  indulged  in.  There 
is  always  a  flourishing  trade  in  claims  and  mines,  and  people 
display,  the  greatest  anxiety  to  sell  their  good  things  at  a 
sacrifice  to  the  foreign  visitor.  No  sooner  has  the  vigourous 
local   press   announced  that  'Mr.  So  and  So  from  London, 

England,  stays  at  the '  than  roughly  dressed  individuals 

wait  on  him  with  temptmg  offers  of  mines.  For  if  a  person 
comes  from  London  toLeadville  it  means,  in  the  opinion  of  liead- 
villers,  that  he  represents  an  EngUsh  syndicate,  and  the  worthy 
population  is  anxious  to  assist  him  in  getting  the  best 
equivalent  for  his  money.  Whenever  a  man  in  Leadville  has 
some  really  bad  mine,  a  mine  which  is  no  mine  at  all,  with 
nothing  inside  that  is  worth  digging  out,  with  a  bad  title, 
and  possibly  with  a  lien  or  two  on  it,  he  hopes  and  prays 
to  be  able  to  sell  it  to  somebody  who  represents  an  English 
syndicate.  The  English  syndicate  is  therefore  very  popular 
there,  and  as  long  as  a  person  is  suspected  of  being  con- 
nected with  one  he  is  safe.  Nobody  would  'pull  his  gun'  on 
the  representative  of  an  English  syndicate;  he  is  too  good 
a  man  to  be  spoiled  for  ever  by  a  bullet. 

Just  as  the  rich  mineral  deposits  of  the  Rocky  Mountains 
attract  the  venturesome,  so  does  the  picturesque  scenery  bring 
tourists  from  every  comer  of  the  globe ;  and  those  who  come 
will  not  be  disappointed  if  they  make  the  great  trip '  round 
the  circle'  by  the  D.  and  R.  G.  The  Rocky  Mountains 
abound  with  spectacles  of  striking  grandeur,  some  of  which 
will  for  ever  impress  their  image  upon  the  mind;  and  over 
a  distance  of  a  thousand  miles  the  tracks  of  this  railway 
traverse  a  panorama  surpassed  by  but  few  other  sights  in 
nature.  Whether  the  line  runs  through  the  bottom  of  canons 
thousands  of  feet  deep,  or  over  passes  more  than  10,000 
feet  above  sea  level,  or  along  peaks  whose  hoary  heads  are 
visible  beyond  the  borders  of  the  beautiful  State,  there  is 
everywhere  an  endless  variety  of  the  most  charming  and  im- 
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posing  scenery.  The  Garden  of  the  Gods  near  Manitou, 
Colorado  Springs,  the  Royal  Gorge,  Currecanti  Needles, 
Marshall  Pass,  the  Grand  Canon,  the  Black  Canon,  are  but 
a  few  of  hundreds  of  attractive  features,  each  distinct  and 
different  from  all  others.  The  glowing  colours  of  the  rocks, 
their  imposing  height,  their  ever- changing  hues  and  forms, 
and,  above  all,  a  fine  blue  sky  and  a  radiant  sunlight,  render 
the  mountain  portion  of  the  great  mining  State  one  of  the 
most  glorious  regions  of  the  earth. 

These  beautiful  landscapes  attract  many  travellers,  and 
upon  them  and  the  mines  the  line  depends  chiefly  for  its 
revenue.  Although  there  is  some  farming  it  need  scarcely 
be  said  that  there  never  can  be  any  question  of  considerable 
agricultural  development  in  the  Rockies.  Mining,  however, 
will  grow  in  importance  as  time  goes  on,  and  it  seems  that 
passenger  traffic,  which  at  present  brings  but  one-third  of 
the  revenue,  will  increase  at  a  greater  ratio  even  than  the 
freight  business.  When  Americans  better  know  how  beauti- 
ful the  crest  of  theu*  continent  really  is,  and  when  the 
West  becomes  more  thickly  settled,  the  entire  region  will 
be  recognised  as  the  Switzerland  of  the  Western  Hemisphere. 

The  extremely  mountainous  nature  of  the  soil  necessarily 
caused  the  D.  and  R.  G.  to  be  a  very  expensive  railway. 
It  abounds  with  grades,  curves,  and  tunnels,  and  was 
a  very  difficult  and  therefore  a  costly  piece  of  architecture. 
The  road  is  capitalised  at  upwards  of  $100,000,000,  and 
it  is  certain  that  the  numerous  natural  obstacles  the  engi- 
neers had  to  surmount  called  for  the  expenditure  of  vast 
sums,  although  no  mean  portion  of  the  company's  capital 
was  wasted  by  a  bad  and  extravagant  management. 

Formerly  the  Denver  and  Rio  Grande  had  absolute  con- 
trol of  local  traffic  in  the  Western  half  of  Colorado,  but 
its  monopoly  has  of  late  been  intruded  upon  to  a  consider- 
able extent.  The  Colorado  Midland,  which  is  owned  by 
the  Atchison,  now  connects  Denver  with  Grand  Junction, 
and   the   R.  G.    Western  being  independent  of  the  D.  and 
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R.  G.  the  competition  of  the  Midland  is  most  acutely  felt. 
In  addition  the  Union  Pacific  has  many  branches  to  the 
mining  centres  in  the  Eastern  part  of  the  State,  and  the 
Atchison  in  the  Southern,  and  as  a  result  of  this  aggres- 
sion of  rival  companies  rates  have  declined  and  the  traffic 
of  the  D.  and  R.  G.  has  not  grown  as  much  as  was 
anticipated.  The  road  is  in  a  difficult  position,  and  its 
independence  imparts  weakness  to  it  rather  than  strength; 
indeed,  the  assertion  has  been  made  that  it  never  will  do 
well  until  it  is  absorbed  by  some  great  and  powerful 
system.  Fortunately  so  many  roads  cast  longing  glances 
at  it  that  the  company  will  never  be  'frozen  out.' 
The  Rock  Island,  Burlington,  and  Missouri  Pacific  could  all 
do  with  it,  and  especially  the  Atchison.  It  has  even  been 
said  that  the  latter  contemplates  the  purchase  of  both  the  D. 
and  R.  G.  and  the  R.  G.  W.  President  Moffat's  resignation 
is  believed  to  have  been  connected  with  the  advances  of  the 
Atchison,  and  Messrs.  Baring  were  reported  to  favour  the 
plan,  while  it  was  alleged  that  stock  was  quietly  bought  up  by 
the  Atchison  parties  in  Boston  and  London.  If  an  amalgamation 
could  be  effected  upon  terms  anything  like  equitable  to  Rio 
Grande  shareholders,  it  would  be  very  desirable,  because  an 
alUance  with  the  great  Southwestern  system  could  only 
strengthen  the  road's  position.  It  seems,  however,  that  some 
people  also  believe  in  the  possibility  of  an  absorption  of  the 
D.  and  R.  G.  by  the  Burlington,  which  has  always  been 
desirous  of  gaining  direct  access  to  Ogden,  and  has  even 
gone  so  far  as  to  survey  a  Une  across  the  Rockies  which  will 
parallel  a  great  part  of  the  D.  and  R.  G.  main  Une  to  Grand 
Junction.  The  D.  and  R.  G.  on  the  other  hand  seems  to 
have  considered  the  advisabiUty  of  extension  towards  San 
Francisco,  and  surveying  parties  have  been  sent  out  into 
the  Sierra.  California,  as  we  shall  see  elsewhere,  ui'gently 
needs  a  railroad  which  will  reUeve  it  from  the  mono- 
poly of  the  Southern  Pacific,  which  materially  interferes 
with   the   growth  of  the  Golden  State,  and  especially  witii 
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that  of  San  Francisco ;  and  the  latter  city  recently  offered 
a  reward  of  $3,000,000  for  the  first  railway  Tunning  a 
train  East  in  competition  with  the  Central  Pacific.  This 
certainly  offers  some  inducement,  although  it  is  but  $4,000 
a  mile  for  a  very  expensive  road.  In  course  of  time  most 
Denver  roads  may  extend  towards  the  Pacific  coast,  especi- 
ally if  recent  official  reports  to  the  effect  that  the  greater 
part  of  the  'American  desert,'  through  which  all  these  roads 
have  to  run,  is  adaptable  to  agriculture  if  an  efficient 
system  of  irrigation  be  provided,  deserve  credence.  Apart 
from  this,  Utah  is  a  very  promising  State,  and  Salt  Lake 
City  a  city  with  a  gi'eat  futui^e ;  and  thus  the  great  waste 
West  of  the  Rockies  may  in  due  course  be  as  well  provided 
with  railroads  as  Nebraska  is  now. 

Since  the  reorganisation  some  more  bonds  have  been  issued, 
and  in  consequence  the  funded  debt  and  share  capital  are 
now  as  follows  : — 

1.  *  Common  stock  ($45,000,000  authorised) $38,000,000 

2.  *  Preferred  5  p.c.  non.-cum.  ($28,000,000  authorised) 23.650,000 

3.  *  First  mortgage  sinking  fund,  7  p.c.  gold 6,382,500 

4.  *  Consolidated  mortgage  ($42,000,000  authorised  4  p.c.  gold) 28,435,000 

5.  *  Improvement  mortgage  ($5,000  per  mile)  5  p.c.  gold 8,050,000 

Total  capitalisation,  June  30,  1892.. $104,517,500 

Interest  on  bonds 1,944,805 

*  =  Quoted  in  London. 

1.  The  common  stock  has  as  yet  received  no  dividend. 

2.  The  preferred  stock  received  in  1887  2%,  in  1888  4,  in  1886  nil,  in  1890  2%,  in 
1891  2Xpc.  The  August  dividend  of  1891  was  passed;  at  the  time  the  English  Press 
generally  ascribed  this  surprise  to  dishonest  motives,  but  it  appeared  later  that 
it  had  not  been  earned,  and  the  surplus  of  previous  years,  not  being  represented 
by  cash,  was  not  available. 

3.  The  sinking  fund  bonds  are  all  due  in  1900,  and  will  be  replaced  by  con- 
solidated mortgage  bonds  reserved  for  the  purpose. 

4.  Of  the  consolidated  mortgage  $6382,500  are  reserved  to  retire  the  sinking 
fund  bonds  when  due,  and  $6,9CO,000  to  acquire  the  Rio  Grande  Western  or  to 
build  a  new  line  to  Ogden.  The  remainder  may  be  issued  to  pay  for  new  lines 
at  the  rate  of  $20,000  per  mile.  This  mortgage  covers  the  entire  property,  but  of 
course  is  subject  to  the  first  mortgage. 

5.  The  improvement  bonds  were  issued  at  the  rate  of  $5,000  a  mile  to  pro- 
vide funds  for  improvements,  and  rank  after  the  two  other  descriptions. 
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The  company's    earmngs  for   a   series   of  years  were  as 
follows : — 
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Earnings  and  Expenses  for  the  three  years  ending  June  30th,  1892, 


Earnings — 

Freight 

Passenger 

Express,  mails,  miscellaneous  and  rents. 

Total  earnings. 

Expenses — 

Maintenance  of  roadway 

Maintenance  of  bridges  and  bnildings  . . . . 

Maintenance  of  rolling  stock 

Conducting  transportation 

Contingent  expen. (roadway  and  bridges). 
General  expenses 


Total  expenses 

Percentage  of  earnings. 
Net  earnings 


J891-92. 

$ 

6,017,044.48 

1,865,232.38 

948,669.71 


8,830,946.57 

1,050,822.69 
164,818.37 
577,678.94 

2,871,816.88 
150,334.51 
306,121.98 


5,121,593.37 
58-00 
3,7C9,353.20 


1890-91. 

$ 
6,189,359.59 
1,735,527.65 

927,033.10 


8,850,920.34 

953,492.15 
242,952.12 
795,051.94 
3,027,067.10 
167,544.62 
324,195.53 


5,510,303.46 
62-26 
3,340.616.88 


1889—90. 

S 
5,743.250.14 
1,714,113.67 

905,771.84 


8,363,135.65 

964,076.59 
164,314.28 
701,754.92 
2,524,415.65 
146,702.65 
302,086.68 


4,803,350.77 
07-43 
3,559,784.88 


INCOME  ACCOUNT. 


lieceipts — 
Net  earnings.. 
Other  income. 


Total 

Disbursements — 

Interest  on  bonds 

Miscellaneous  interest,  discount  and  exchange 

Taxes  and  insurance 

Betterments  and  renewal  fund 

Delayed  accounts 

Dividends  on  preferred  stock 

Miscellaneous 


Total 
Surplus  .. 


1891-92. 

$ 

3,709,353 
63,550 


3,772,903 

1,986,675 
147,331 
362,127 
240,000 


122,659 


2,858.792 
914,111 


1890-91. 

3,340,618 
18,447 


1,359,065 

1,944,805 

43,077 

319,192 

259,816 

33,431 

591,250 

60,758 


3,252,329 
106,733 
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Coat  of  road 

Equipment 

Materiala  and  applies  . 


IndlvldiiaU  and  campaniee. 


Special  lenevaj  fnnd 
Standard-gange  accoun 
UiscelLaneoas  accoaata. 
Cash 


t  mortgagB  bonda. 


da,  7  ber 


Pay  rolls,  etc 

Loans  payable 

Bills  payable. 

Foroie"  roads  .       

Aucmcd  interest  on  bonds.   ■  . 

Coupons    

DlTidendB  on  preferred  stock.  ■ 
Hiseellaatoua 


T,  JUNE  30 

6.079,640 

.%7*1,933 

4,398,960 

i™,288 

1.658,287 

849^) 
277,469 

136,000 

427,557 

760.019 

807.772 

110,271,021 

110.442,756 

107,305,097 

S8,0-aOM 

38J'00/XlO 

6  382500 

e,:-82,5'X) 

6382.500 

606,045 

219,255 

140,725 
lie,713,B70 

38,810 
105,414,509 

107,544,380 

2,726,639 

1,726,888 

1,890,597 

110.271,021 

110,442.756 

107,305097  1 

In  1891-92  gross  revenue  was  almost  exactly  the  same 
as  in  the  preceding  year,  but  owing  to  smaller  operating 
expenditure,  the  proportion  of  which  fell  not  less  than 
4*26  p.c,  net  earnings  were  lai^er,  and  the  available  revenue 
exceeded  that  of  1890-91  by  $428,000,  and  amounted  to 
$3,772,903.  Fu^t  chaises  of  all  descriptions  required 
$2,858,792,  and  consequently  there  was  a  sui-plns  of  $914,111, 
equal  to  well-nigh  4  p.e.  on  the  preferred  stock;  no  distri- 
bution was,  however,  announced.  The  balance  sheet  discloses 
a  considerable  decrease  for  the  year  in  the  floating  debt, 
which  may  now  be  regarded  as  practically  non-existent, 
being  offset  by  current  assets  to  all  but  its  full  amount. 
The  president  states  in  his  report  that : — 
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"  The  working  stock  of  materials  and  supplies  was  drawn 
down  from  $880,139.45  to  $504,835.64  without  impairing- 
the  efficient  operation  of  your  property.  The  current  Uabili- 
ties  were  reduced  during  the  year  from  $3,968,097.46  to 
$2,719,422.35,  and  whilst  on  June  30th,  1891,  your  current 
liabilities  exceeded  by  $329,635.59  your  current  assets,  on 
June  30th,  1892,  these  assets  were  $443,933.61  in  excess 
of  your  current  habilities,  the  improved  condition  in  these 
items  alone  being  $773,569.20.  With  prosperity  in  general 
business,  and  favorable  conditions  as  to  traffic  and  rates,  it 
is  beUeved  that  your  current  liabilities  will  be  reduced  to 
a  normal  amount  soon  after  the  close  of  1892." 

The  dividend  on  the  preferred  stock  was  discontinued  in 
1891,  when  it  was  not  earned,  as  the  accounts  disclose. 
The  following  distributions  have  been  made  on  this  stock: 
1887,  2k  p.c;  1888,  4  p.c,  of  which  1^  p.c.  was  in  scrip, 
subsequently  redeemed  in  cash;  1889,  nil;  1890,  2\  p.c; 
February,  1891,  2^  p.c;  since  nil. 

THE  EIO    GRANDE   WESTERN. 

This  road  runs  from  Newcastle  and  Grand  Junction  in 
Colorado  to  Ogden  in  Utah,  where  it  connects  with  the 
Central  Pacific  and  Union  Pacific  systems.  In  Grand  Junc- 
tion the  road,  meets  the  D.  and  R.  G.  and  Colorado  Mid- 
land. From  1882  until  1886  it  was  leased  to  the  former 
(see  above)  which  is  credited  with  the  intention  of  resuming 
control,  and  works  under  close  traffic  agreement  now.  The 
company's  capital  consists  of  $10,000,000  common  stock 
and  $6,250,000  ($7,500,000  authorised)  5  p.c  non-cumula- 
tive preferred.  The  bonded  debt  comprises  $14,000,000  4  p.c. 
gold  mortgage  bonds,  issued  in  1889  when  the  Denver  and 
Rio  Grande  Western  was  reorganised.  The  preferred  stock 
was  increased  in  1891  from  $5,000,000,  $1,250,000  being 
taken  by  the  shareholders  at  65,  and  the  funds  received 
thereby  applied  to  the  purchase  of  rolling  stock  and  the 
improvement   of  terminal  facilities.   In  1892,  common  stock 
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to  the  nominal  amount  of  $2,500,000  was  sold  to  common 
and  preferred  stockholders  at  40,  the  proceeds  paying  for 
the  securities  of  the  Tintic  Range  Ry.,  completed  in  March, 
1892.  The  acquisition  of  this  line  is  expected  to  add 
largely  to  net  earnings  without  any  increase  in  fixed  charges. 
Regular  quarterly  cash  dividends  of  Ik  p.c.  have  been  paid 
on  preferred  stock  since  May,  1891.  The  following  details 
relate  to  the  company's  finances. 


Mileage 

Gross  earnings 

Total  net  income 

Deduct — 

Interest  on  bonds 

Rental  and  miscellaneous 
Dividends 

Total 

Surplus. 


1891-92. 
522 
$ 
2,643,924 
911,458 

1890-91. 
404 
$ 
2,346,130 
856,783 

1989-90. 
369 
$ 
1,622,234 
520,686 

560,000 

20,007 

312.398 

535,500 

15,144 

255,369 

393,500 
11,143 

892,406 
19,051 

806,013 
50,770 

404,643 
116,043 

THE   EIO    GRANDE    SOUTHERN. 

This  new  company  is,  hke  the  Western,  owned  by  people 
interested  in  the  D.  and  R.  G.  Its  line,  172  miles  long,  runs 
from  Dallas  to  Durango,  both  points  being  situated  on  the 
D.  and  R.  G.  The  Southern  is  a  narrow  gauge  road,  ope- 
rated under  close  traffic  agreement  with  the  D.  and  R.  G. 
It  was  opened  for  traffic  in  January,  1892,  and  its  share 
capital  and  bonded  debt  each  amount  to  $4,310,000,  or 
$25,000  per  mile  of  road.  With  regard  to  this  line  the 
last  D.  and  R.  G.  report  says: — 

"  The  completion  last  December  of  the  Rio  Grande  South- 
ern Railroad  between  Durango  and  Ridgway  (a  station  on 
your.  Ouray  branch),  a  distance  of  162  miles,  with  its  branch 
to  Telluride,  ten  miles,  has  afforded  direct  communication 
by  rail  with  productive  portions  of  Southwestern  Colorado, 
heretofore  inaccessible  except  by  trail  and  wagon  road.  It 
is  confidently  believed  that  much  additional  traffic  and  revenue 
will  in  time  accrue  to  your  company  from  the  development 
of  the  territory  referred  to,  which  is  rich  in  mineral  resources 
and  capable  of  supporting  a  large  population." 


CHAPTER  XLTX. 

THE   SOUTHERN    PACIFIC    SYSTEM. 

(The  Central  FacifiCj  etc) 

The  Southern  Pacific  is  one  of  the  greatest  systems  of 
the  country,  and  its  gross  earnings  are  second  only  to  those 
of  the  Pennsylvania,  although  there  are  several  companies 
which  operate  a  greater  mileage.  The  main  line,  stretching 
from  Portland  in  Oregon  to  New  Orleans  in  Louisiana,  a 
distance  of  over  3,000  miles,  is  by  far  the  longest  to  be  found 
in  the  United  States. 

The  system  is  entirely  controlled  by  the  Southern  Pacific 
Company,  which  operates  6,461  miles  of  railroad  and  various 
Unes  of  steamers  plying  between  New  York  and  New  Orleans 
and  otlier  Gulf  ports.  Of  the  railroad,  4,332  miles  are 
controlled  through  ownership  of  stock,  and  known  as  pro- 
prietary lines;  the  remainder  are  nominally  leased,  but  in 
reality  also  owned  to  a  great  extent,  and  the  entire  system 
is  operated  as  a  homogeneous  whole.  The  following  is  a 
summary  of  its  various  component  parts,  which  are  divided 
into  a  '  Pacific  System '  and  an  '  Atlantic  System . 

Pacific  System. 

Proprietary :  Miles, 

Southern  Pacific  RR.  of  California    ....  1,474*5 

Southern  Pacific  RR.  of  Arizona 388*1 

Soathern  Pacific  RR.  of  New  Mexico     .     .     .       171*0 

South  Pacific  Coast  Ry 104*0 

Northern  Ry 390*4 

Northern  CaUfornia  Ry 53*6—2,581*7 

American  Railroads.  44 
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Leased  Lines:  Miles, 

Central  Pacific  RR 1,360-3 

Oregon  and  California  RR 567-5 

Oregonian  RR 57*5 

Portland  and  Willamette  Valley  RR.     .     .     .  28-5 

California  Pacific  RR •     .    .     .  115-4— 2,129*7 

Total  Pacific  System 4,710-^ 

Atlantic  System. 
Proprietary  Lines: 

Morgan's  Louisiana  and  Texas  RR 283-5 

Louisiana  Western  RR 112-0 

Texas  and  New  Orleans  RR 207-7 

Galveston,  Harrisburg  and  San  Antonio  Ry.  .  936-9 

Gulf,  Western  Texas  and  Pacific  Ry.    .     .     .  111-2 

New  York,  Texas  and  Mexican  Ry 91-0 

Texas   Transportation  Co 80 

Total  Atlantic  System 1,7504 

Total  Proprietary  Lines 4,332-0 

.  Total  Leased  Lines 2,129*2 

Total  all  Lines  Railroad 6,461-3 

The  Southern  Pacific  Company  was  incorporated  in  188 4 
under  the  laws  of  Kentucky,  the  charter  being  applied  for 
in  that  distant  State  not  only  to  avoid  the  payment  of 
taxes,  but  also  to  prevent  CaUfornia  from  repealing  the 
charter,  a  possibiUty  which  might  arise  in  the  event  of  a 
hostile  Legislature  being  elected.  The  company  has  a  share 
capital  of  $118,858,170  ($150,000,000  being  authorised)  and 
a  funded  debt  of  $1,900,000  secured  by  its  steamers.  The 
share  capital  is  almost  entirely  owned  by  Mr.  Huntingdon, 
Senator  Stanford,  and  a  few  other  'S.  P.  bosses'  who  have 
monopolised  railroad  business  in  California  ever  since  the 
early  days  of  the  Central  Pacific,  and  acquired  almost  fabu- 
lous wealth  thereby. 

The  Southern  Pacific  system,  practically  consists  of  three 
sections — the  lines  to  Portland  in  Oregon,  to  Ogden  in  Utah^ 
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and  to  Los  Angelos,  El  Paso,  New  Orleans,  etc. — which 
meet  in  Sacramento  and  San  Francisco,  or  rather  in 
Oakland,  opposite  the  city  on  the  Golden  Gate;  the  latter 
lies  on  a  peninsula,  and  is  therefore  connected  with  the 
Oakland  terminus  by  means  of  huge  and  well-equipped 
ferryboats  running  across  the  bay  to  and  from  Market-street. 
In  addition  there  are  numerous  branches,  mostly  in  Cah- 
fomia  and  Texas,  and  in  the  '  Golden  State '  itself  the 
company  has  absolutely  no  rival  except  the  Atchison  which, 
however,  confines  itself  to  the  Southern  part  of  the  second 
largest  member  of  the  Union.  This  monopoly  has  been  very 
injurious  to  the  beautiful  State,  and  had  the  latter  possessed 
the  advantage  of  keen  railroad  competition  there  can  be  no 
doubt  that  she  would  be  still  more  populous  and  prosperous 
than  she  is  to-day.  As  matters  stand,  California  is  better 
developed  than  any  State  West  of  the  Missouri,  for  when 
the  gold  fever  abated  the  population  settled  down  to  regular 
work,  and  it  was  soon  discovered  that  soil  and  climate  offered 
possibilities  which  hardly  found  a  parallel  in  any  other  State ; 
this  fact  attracted  a  steady  flow  of  immigrants  who  suc- 
ceeded in  accumulating  wealth  in  spite  of  the  enormous  dis- 
tance from  the  world's  great  markets  and  the  monopoly 
and  tyranny  of  the  despised  'S.  P.'  This  company  not 
only  has  absolute  control  of  the  railroads,  but  also  'runs' 
the  entire  State,  which  it  represents  in  Washington  through 
Senator  Stanford,  and  'bosses'  in  Sacramento  by  means  of 
its  nominees  and  its  influence.  Having  no  competitor,  theS. 
P.  is  without  inducement  to  pay  much  regard  to  the  demands 
of  the  pubUc,  and  consequently  maintains  an  indifferent  ser- 
vice and  charges  arbitrary  rates.  For  example,  the  price  of  a 
ticket  from  Portland  to  San  Francisco,  a  distance  of  600  miles, 
is  $37.50;  were  there  competition  certainly  not  more  than 
half  that  sum  would  be  charged.  Further,  high  freight 
rates  intensify  the  disadvantages  arising  from  the  enormous 
distances  separating  the  country  from  the  great  markets, 
and   place   a  check  upon  material  progress,  no  matter  how 
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highly  advanced  a  stage  this  may  have  reached.  It  is,  for 
instance,  a  curious  fact,  which  I  can  state  on  the  authority 
of  a  Chicago  fruit  merchant,  that  owing  to  the  high  trans- 
portation charges  Cahfomian  grapes  cannot  compete  East  of 
the  Mississippi  with  those  brought  all  the  way  from  Spain, 
while  oranges  and  other  fruits  are  less  marketable  than  they 
would  be  with  lower  rates.  As  a  result  nearly  all  fruit  is 
dried  or  canned,  and  shipped  round  Cape  Horn  to  New 
York,  whence  it  is  sent  by  rail  to  inland  points,  the  journey 
of  15,000  miles  being  frequently  much  cheaper  than  the  one 
of  2,400.  Under  such  circumstances  it  can  surprise  nobody 
that  the  Huntingdon-Stanford  clique  is  not  held  in  high 
favour,  although  the  fact  is  sometimes  overlooked  that  the  high 
rates  do  not  arise  solely  from  lack  of  competition,  but  also 
from  the  inferior  condition  of  the  road  and  the  dearth  of  fuel  and 
labour  in  the  Far  West.  However,  in  spite  of  these  redeem- 
ing points  there  is  abundant  reason  for  just  complaint;  but 
unfortunately  the  population  can  do  httle  more  than  object. 
It  is  true  that  some  efforts  have  been  made  to  secure  relief, 
but  as  yet  these  have  proved  inadequate.  For  example, 
the  town  of  San  Francisco  has  offered  a  subsidy  of  $3,000,000 
to  the  first  railway  which  competes  with  the  Central  Pacific 
(see  p.  685)  but  this  inducement  is  rather  small,  and  unfor- 
tunately the  State  of  CaUfornia  is  not  likely  to  do  anything 
in  the  matter,  being  'run'  entirely  by  the  'S.  P.  cUque.' 
A  few  competing  lines  would  assuredly  break  the  back  of 
this  influential  group  of  capitahsts,  but  the  millions  of  people 
seem  powerless  against  the  miUions  of  the  famous  men  who 
built  the  Central  and  Southern  Pacific  raih*oads. 

Naturally  the  lines  of  the  S.  P.  offer  a  great  variety  of 
distinguishing  features,  the  most  beautiful  section  being  the 
Shasta  Route,  otherwise  the  road  connecting  Portland  with 
Sacramento.  This  line  derives  its  name  from  snowclad  Mount 
Shasta,  which  elevates  its  hoary  head  to  an  altitude  of 
14,500ft.  above  the  sea  level,  towering  in  sublime  majesty 
over   the   other  mountains  of  the  Sierra   Nevada.    Twenty 
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hours  after  leaving  Portland  this  grand  double  peak  comes  into 
sight,  and  remains  visible  during  a  great  part  of  the  day; 
for  just  at  its  base  the  railway  begins  to  ascend  another 
high  mountain,  and  the  train,  broken  up  into  two  parts, 
slowly  runs  over  one  of  the  steepest  grades  in  all  America. 
The  entire  route  from  Portland  to  San  Francisco  is  one  of 
the  most  remarkable  achievements  of  engineering  skill;  but 
shortly  after  entering  California,  where  we  reach  the 
tracks  of  the  Central  Pacific,  it  becomes  marvellous.  At  a 
given  point  we  look  down  from  the  top  of  a  mountain  into 
a  valley  4,000  feet  deep  and  see  three  different  portions  of 
the  line  below — the  tracks  we  have  just  passed  on  our  way 
towards  the  clouds ;  and  when  we  begin  to  descend  we  meet 
the  Sacramento  River,  whose  course  we  follow  through 
one  of  the  most  enchanting  landscapes  of  the  United  States. 
A  little  beyond  Sacramento,  the  capital  of  California,  we 
pass  on  to  the  tracks  of  another  part  of  the  Southern 
Pacific  system,  and  soon  the  train  is  bodily  transferred  to 
the  largest  ferry-boat  in  the  world,  upon  which  we  cross  a 
broad  arm  of  San  Francisco  Bay.  This  gigantic  craft  is 
provided  with  four  tracks,  and  will  hold  28  Pullman  cars, 
while  it  possesses  two  huge  sets  of  engines.  A  Uttle  later 
we  reach  Oakland,  opposite  San  Francisco,  where  we  leave 
the  train  to  get  to  the  metropolis  of  the  Pacific  coast  by 
means  of  another  fine  ferry-boat,  which  lands  us  at  the 
foot  of  Market-street. 

San  Francisco,  situated  on  a  hilly  peninsula,  is  no  doubt 
the  most  attractive  city  in  the  entu'e  country,  andischiefiy 
known  as  the  most  important  harbour  on  the  Pacific  coast, 
although  Portland,  which  is  backed  by  the  navigable  Colum- 
bia River,  and  moreover  has  the  advantage  of  competing  rail- 
roads, strives  to  supersede  it,  and  with  no  small  prospect  of 
success.  If  Portland  ever  takes  the  wind  out  of  the  sails 
of  San  Francisco  it  will  be  entu'ely  the  fault  of  the  *  S.  P. ' 
monopoly,  which,  by  the  way,  is  also  responsible  for  the 
successful   competition  of  Vancouver,  B.  C,  in  the  Eastern 
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trade;  but  then  the  Canadian  Pacific  follows  an  enlightened 
policy,  and  the  S.  P.  does  not.  Nevertheless,  San  Francisco 
has  a  population  of  325,000  and  a  very  considerable  trade 
both  with  foreign  countries  and  inland  points.  A  million 
tons  of  wheat  are  shipped  annually,  and  the  valtie  of  imports 
and  exports  is  estimated  at  $150,000,000.  There  is  a  Mint, 
and  a  Stock  Exchange  chiefly  dealing  in  mining  shares. 

The  journey  from  Oakland  South  brings  us  to  warmer 
climes.  Even  in  San  Francisco  snow  falls  only  about  once  in 
twenty  years,  and  if  one  comes  from  Portland  in  midwinter 
and  intends  to  go  South  he  may  safely  send  on  his  overcoat 
by  Wells  Fargo  and  Company.  This  corporation  still  controls 
the  'express'  business  '^out  West"  which  it  inaugurated 
some  forty  years  ago,  when  the  old  firm  sent  their  first 
armed  mail  coaches  across  the  Rockies  and  the  Sierras.  The 
next  town  of  importance  which  we  reach  is  Los  Angeles, 
some  four  hundred  miles  South  of  'Frisco.'  In  the  East  this 
distance  would  be  covered  in  eight  or  nine  hours,  but  here 
it  takes  twenty-four.  The  S.  P.  trains  have  no  competitors, 
and  hence  pay  little  regard  to  speed;  even  'express'  trains 
take  things  easy,  and  one  wonders  what  the  local  service 
is  like.  On  our  way  South  we  have  an  opportunity  of 
visiting  the  Yosemite  valley,  one  of  the  most  imposing  sights 
in  the  Pacific  mountain  ranges,  and  the  marvellous  trees 
of  the  Mariposa,  which  are  so  large  that  a  tunnel  has  been 
cut  through  one  of  them  into  which  a  full-laden  hay  waggon 
can  pass  comfortably.  The  railroad  follows  the  fertile  and 
highly  cultivated  San  Joaquin  valley  towards  El  Pueblo  de- 
la  Reina  de  Los  Angelos, — the  City  of  the  Queen  of  Angels 
—  the  full  name  of  the  sunniest  town  the  States  can  boast 
of,  Los  Angelos. 

This  young  city  is  the  commercial  centre  of  Southern 
California  and  its  fruit  business,  and  a  town  of  growing 
importance.  It  is  the  meeting  point  of  several  lines  of  the 
S.  P.  and  the  centre  of  the  Southern  California  RR.  system, 
controlled  by  the  Atchison,  which  gave  the  town  its  second 
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connection  with  the  East.  The  present  population  numbers 
about  70,000,  and  after  some  very  dull  years,  which  suc- 
ceeded the  famous  boom  of  1887 — 9,  business  is  reviving 
again.  I  may  mention  that  next  to  San  Francisco,  Boston 
and  Washington,  Los  Angelos  is  generally  considered  the 
prettiest  town  in  the  States,  a  fact  chiefly  due  to  the  peculiar 
charm  it  derives  from  the  semi-tropical  vegetation  which 
makes  Southern  California  a  paradise  in  mid-winter.  In 
summer  the  entire  country  is  very  hot  and  dusty,  though 
even  then  the  climate  is  salubrious. 

The  surrounding  country  is  still  more  charming  than  Los 
Angelos.  Not  only  has  it  been  blessed  with  a  wonderful 
climate,  with  protection  from  winter  winds  by  the  Sierras, 
and  with  immunity  from  excessive  summer  heat  because  of 
the  breezes  from  the  Pacific,  but  also  with  a  fertiUty  such 
as  but  few  regions  can  boast  of.  A  wheat  crop  of  32 
bushels  to  the  acre  is  but  an  average  one;  and  oranges, 
lemons,  ahnonds,  figs,  grapes,  oUves,  raisins  and  a  dozen 
other  kinds  of  fruit  grow  in  matchless  profusion.  Only  one 
thing  is  wanting,  and  that  is  water;  but  in  most  places 
its  absence  is  but  a  blessing  in  disguise,  the  required 
moisture  being  provided  by  excellent  irrigation  systems, 
so  that  the  soil  has  neither  more  nor  less  water  than  it 
requires.  Encouraged  by  wise  legislation,  irrigation  is  applied 
on  a  vast  and  growing  scale  throughout  Southern  California ; 
near  Riverside  especially  it  has  reached  a  high  stage  of 
perfection.  In  Redlands,  for  instance,  there  is  a  water 
company  with  a  capital  of  $4,000,000  (paying  regular  12 
per  cent,  dividends)  which  is  forming  a  gigantic  artificial 
lake  already  holding  I  know  not  how  many  biUion  gallons 
of  water.  Agriculture  is  developing  in  a  marvellous  manner, 
notably  fruit  farming.  There  are  at  present  20,000,000 
deciduous  fruit  trees  in  the  State,  producing  an  average 
crop  valued  at  $3  per  tree;  but  within  ten  years  these 
trees,  without  making  any  allowance  for  additions,  will  annu- 
ally  produce   at   least   $10  worth   of  fruit  each.  Already 
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4,000  car  loads  of  oranges  and  lemons  are  shipped  East 
every  year,  but,  as  we  have  said  before,  low  rates  would 
vastly  increase  these  exports.  The  raisin  crop  also  grows 
larger  year  by  year.  1889 — says  a  U.  S.  Census  Report — 
produced  2,200,000  boxes  of  20lb.  each;  in  1886  the 
crop  was  not  larger  than  5,000  boxes,  and  within  five 
years  20,000,000  boxes  will  be  exported.  Besides  oranges, 
lemons  and  raisins  huge  quantities  of  peaches  are  raised, 
and  viniculture  makes  such  progress  that  California  wines 
are  rapidly  supplanting  French  brands  throughout  America. 
Although  most  fruits  are  dried,  canned  or  otherwise  preserved, 
and  shipped  by  vessel,  goodly  quantities  go  by  the  two 
competing  railways,  and  if  these  could  see  their  way  to 
lower  their  tariffs  they  could  rely  upon  receiving  enormous 
volumes  of  freight  which  now  leave  by  vessel. 

Between  Los  Angelos  and  El  Paso,  where  connection  is 
made  with  the  Mexican  Central,  the  Southern  Pacific  tra- 
verses the  Yuma  desert,  which  offers  little  or  no  business. 
East  of  El  Paso  the  railway  runs  through  Texas,  crossing 
that  State  in  an  almost  straight  line  from  West  to  East, 
a  distance  of  over  a  thousand  miles.  In  the  Eastern  por- 
tion of  Texas,  where  much  cotton  is  grown,  the  company 
has  several  branches,  the  Houston  and  Texas  Central,  briefly 
mentioned  on  p.  554,  being  controlled  by  this  railroad.  There 
is  also  a  branch  to  Galveston,  where  connection  is  made 
with  the  S.  P.  steamship  lines  for  New  Orleans,  New  York, 
etc.,  and  from  Texas  the  road  runs  to  New  Orleans  thi'ough 
the  Louisiana  lowlands  with  their  cotton,  rice  and  sugar 
plantations.  In  addition  to  the  long  main  line  from  Portland 
to  the  'Crescent  City'  and  its  numerous  branches  there  is, 
of  course,  the  Central  Pacific,  to  which  we  return  below. 

Subjoined  are  statements  showing  the  earnings  of  the  S.  P. 
company,  although  owing  to  the  shares  and  bonds  being 
held  by  a  few  capitalists,  little  importance  attaches  to  its 
financial  affairs. 
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Cost  ofBoadj  Assets  and  Liabilities  of  Proprietary  Companies,  1891, 


A ssets — 

Cost  of  road  and  franchises 

Betterments  and  additions  since  acquisition 

State  of  Texas  subsidy  lands 

Other  lands  in  Texas 

Stocks  in  proprietary  companies 

Stocks  in  other  companies 

Land  contracts 

Cash 

Bills  receivable 

Sinking  funds . 

Individuals  and  companies 

Unadjusted  accounts 

Southern  Pac.  RR.  of  California  5  p.c.  bonds  in  treasury  . 
Equipment  unapplied 

Total 

LiabU.ties— 

Mortgage  bonds 

State  of  Texas  school  debt 

Capital  stock 

Land  trustees 

Sinking  funds  uninvested .:.... 

Southern  Pacific  Company 

Pacific  Improvement  Company 

Unpaid  coupons 

Interest  accrued  on  coupons  maturing  in  1892    .... 

Unadjusted  atjcounts 

Balance  from  income  account 

Total 


289,996360.96 

11,272,667  10 

2,234,031.78 

255,595  99 

751,933.96 

93,900.00 

2,879,415.65 

132.556  07 

190,561  76 

1,586.411  70 

69,833  66 

136,914  08 

87^.000  00 

237,262  21 


310,718.444.92 

119,690,716  08 

495,735.82 

164,717227  00 

365,524.80 

113.269  75 

1.317.375.79 

429.959  37 

30.892  17 

349,756  67 

234,177  60 

22.973.809.87 


310,718,444.92 


Of  the  above  $164,717,227  capital  stock,  the  Southern  Pacific  Company  owns 
$162,382,750,  and  $1,419,800  is  owned  by  the  proprietary  companies. 

Comparing  the  totals  with  those  for  the  year  1890  there  has  been  an  increase 
in  the  bonded  liabilities  of  $4505.500.  of  which  $3,514,000  is  for  Southern  Pacific 
Railroad  of  California  5  per  cent,  bonds,  less  $468,500  6per  cent,  bonds,  redeemed 
from  the  proceeds  of  land  sales  and  otherincome,  and  $1,453,000  for  Gulf.  Western 
Texas  &  Pacific  Railway  5  per  cent,  bonds,  with  a  decrease  in  cuiTent  liabilities 
of  $1,989,757.30.  and  an  increase  in  cash,  bonds  and  other  available  assets  of 
$1,191,633.48.  There  have  been  charged  off  worthless  accounts  amounting  to 
$1,245,939.99,  which  consist  principally  of  the  claims  of  the  Morgan's  Louisiana 
&  Texas  Railroad  &  Steamship  Company  against  the  Houston  &  Texas  Central 
Railway  Co.  and  the  Texas  Central  Railroad  Company. 
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Income  Accountj  Southern  Pacific  Gompmiy,  December  Blst,  1891. 


Dish  ursements — 
Loss  in  operation  of— 

Northern  California  Railway 

Marysville  Steamers 

Oregonian  Railroad 

Adjustment  of  balance  due  Central  Pacific  RR.  Co.  under 
Thurman  Act  requirements  in  the  years  1887, 1888  and  1890 
Balance  to  credit  of  general  account- 
General  income $2,899,167.68 

Income  for  sinking  fund 75,000  06 

Total 

Receipts — 

Balance  from  last  year 

Profits  under  omnibus  iease 

Profits  from  operation  of  Northern  Railway 

Profits  from  operation  of  South  Pacific  Coast  Railway  .     . 
Profits  from  operation  of  California  Pacific  Railroad.     .     . 

Profits  from  operation  of  steamships 

Contribution  to  sinking  fund  for  steamship  bonds.    .     .     . 

Dividends  on  stock  owned 

Accrued  interest  on  bonds  owned 

Rentals  from  real  estate 

Interest  and  exchange 

Miscellaneous 

Total 


% 

50,79370 
18,150  62 
17,431.16 

70,330.92 


2,974,167.68 


3.130,874.08 

2,407,260.63 

241,930.93 

63  505.76 

124,816  72 

113,069  95 

54,100.00 

75,000.00 

12,720.00 

6,054.17 

2,400  00 

30.014  92 

1.00 


3,130,874.08 


Assets  and  Liabilities,  Southern  Pacific  Company,  Dec,  Blst,  1891. 


Assets — 

Stocks  in  proprietary  companies 

Stocks  in  other  companies 

Bonds  in  proprietary  companies 

Steamships  and  other  property 

vjcLoIl       •«•         ••••         •         *••••• 

Agents  and  conductors  ...... 

United  States  Government  mail  transportation 
Sundry  individuals  and  companiea     .... 

Pacific  Improvement  Company 

Proprietary  companies 

New  construction  proprietary  companies.  . 
New  construction  other  companies  .... 
H.  &  T.  C.  Railway  reorganisation.    .     .     . 

H.  &  T.  C.  RR.  advances 

Unadjusted  accounts 

Stock  of  supplies 

Total 

Liabilities — 

Capital  stock 

Steamship  bonds  due  1911 

Loans  and  bills  payable 

Vouchers  and  pay  rolls 

Individuals  ana  companies 

i>eased  companies 

Coupons  due  and  unpaid 

Accrued  interest  to  Dec.  31st,  due  in  1892  . 
Coupons  maturing  January  1,  1892 .... 

Unadjusted  accounts 

Insurance  funds 

Renewal  funds 

Taxes  unpaid 

Taxes  in  suspense 

Balance  from  income  account  .     . 

Total • 


914,458. 67 

1,870,578.38 

2,020.346.93 

3,371,551.04 

1,060,516  38 

2.345,158  50 

1,242,607  67 

328,014.64 

1.358.541.09 

126,274.11 

797,481.32 

2,308,384  77 

124,267  94 

825,644.66 

5,2^5,999.33 


117,592,637.33 


23,953.775.43 


1.484,611.16 

4,717,160.09 

1,373,042.17 

3743,920.45 

132.638.60 

1,112,119  66 

2.476.630  00 

882.591.17 

421,358  95 

466,128  73 

691,420.00 

312.427.10 


141,546.412.76 

118,858,170.00 
1,900,000.00 


17,814,075  08 
2.974  167. 68 


141,546.412  76 
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The  'proprietary  lines,'  specified  in  the  preceding  statement 
are  operated  under  the  so-called  omnibus  lease,  an  agreement 
which  provides  for  the  payment  by  the  Southern  Pacific 
Company  of  all  costs  of  maintenance,  equipment  and  operat- 
ing, and  of  all  interest  on  bonds.  Earnings  above  this  are 
pooled,  and  of  these  the  S.  P.  retains  10  p.c,  the  residue 
being  divided  according  to  the  length  of  each  part ;  the 
Southern  Pacific  RR.  of  California  receives  44  p.c.  of  the 
total  surplus,  the  S.  P.  of  Arizona  10,  the  S.  P.  of  New 
Mexico  6,  the  Louisiana  and  Western  RR.  7,  and  the  Mor- 
gan's Louisiana  and  Texas  RR.  and  S.  L.  company  23  p.c. 
The  lines  in  Texas  are  operated  and  report  their  earnings 
separately,  in  conformity  with  the  laws  passed  by  the  Legis- 
lature of  that  State.  The  division  of  earnings  in  the  manner 
stated  above  is  a  mere  formality,  all  stock  of  the  "omnibus'' 
companies  being  held  by  the  S.  P.  Company,  with  the  ex- 
ception of  some  $900,000  out  of  a  total  of  $164,717,227. 
This  stock  was  exchanged  for  S.  P.  shares  in  the  following 
ratio:  Morgan's  system  received  $450  S.  P.  for  $100  of 
its  own,  Texas  and  New  Orleans  $150,  Louisiana  Western 
and  Northern  RR.  Companies  $100,  and  the  remaining  four 
$60.  In  addition  to  the  stock  of  these  companies  the  S.  P. 
owns  an  interest  in  the  Mexican  National  and,  as  stated 
above,  it  also  controls  the  Houston  and  Texas  Central  RR. 
the  bonds  of  which  it  guarantees.  Subjoined  are  a  few  de- 
tails relating  to  the  proprietary  lines. 

The  five  leased  lines,  specified  above,  are  operated  under 
the  following  stipulations:  The  California  Pacific,  formerly 
leased  to  the  Central  Pacific,  for  $600,000  per  annum.  The 
company  has  fixed  charges  to  the  amount  of  but  $329,000 
per  annum,  and  in  consequence  surpluses  to  the  amount  of 
$1,057,000  had  accumulated  up  to  Dec,  1891.  There  are 
$12,000,000  common  shares  outstanding,  which  have  received 
no  dividend  yet,  and  are  mostly  owned  by  Messrs.  Huntingdon, 
Rockefeller,  c.  s.  The  Oregonian  BR.  is  a  small  company 
owning  local  Hues  near  Portland,  and  leased  to  the  S.  P.  Co., 
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The  Oregon  and  Gala.  jBjB.  is  the  line  connecting  Portland 
with  the  Northern  boundary  of  Oregon,  where  it  meets  the 
Central  Pacific.  The  road  is  leased  to  the  Southern  Pacific 
Co.,  which  guarantees  the  interest  on  bonds  and  will  pay 
7  p.c.  on  preferred  stock  if  earned  and  6  p.c.  on  conmion; 
all  earnings  remaining  after  payment  of  such  dividends 
may  be  retained  by  the  lessee. 

THE   CENTRAL  PACIFIC. 

The  Central  Pacific  RR.  Company  was  chartered  by  Act 
of  Congress  dated  July  2nd,  1862,  simultaneously  with  the 
Union  Pacific  and  Western  Pacific,  these  three  companies 
having  together  projected  the  railroad  which  was  to  connect 
Omaha  with  Oakland,  opposite  San  Francisco.  The  section 
between  Oakland  and  Sacramento  was  to  be  built  by  the 
Western  Pacific,  that  between  Omaha  and  Ogden  by  the 
Union  Pacific,  and  the  connecting  link  between  the  two  by 
the  Central  Pacific,  which,  as  the  reader  has  no  doubt 
inferred  from  the  above,  was  thus  named  because  it  was 
to  be  the  central  part  of  the  transcontinental  line. 

When  dealing  with  the  Union  Pacific  we  spoke  at  some 
length  of  the  circumstances  which  caused  the  first  Pacific 
road  to  be  built  and  to  become  endowed  by  the  Federal 
Government,  and  it  is  not  necessary  to  tell  the  same  tale 
over  again  at  this  juncture,  a  reference  to  pp.  625 — 28  being 
sufficient.  Like  the  Union  Pacific,  the  Central  was  to  receive 
considerable  land  grants  and  an  advance  repayable  in  thirty 
years  and  secured  by  a  first  lien  upon  the  road ;  and  like 
its  Ogden  connection  it  was  to  carry  mails  and  troops 
at  the  usual  rates,  and  to  pay  all  moneys  due  therefor 
from  the  Government,  as  well  as  5  p.c.  of  its  net 
earnings,  into  a  sinking  fund  out  of  which  the  debt 
was  to  be  redeemed.  This  arrangement,  as  we  know, 
was  modified  by  the  Government,  which  agreed  to  make 
its  hen  rank  after  a  first  mortgage,  and  consented  to 
a   reduction  of  the  sums  to  be  paid  into  the  sinking  funds 
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in  such  manner  that  but  half  of  the  amounts  due  by  the 
Government  for  transportation,  etc.,  should  be  paid  into 
these  funds  instead  of  the  whole.  This  agreement  being 
variously  interpreted,  squabbles  ensued,  and  these  caused  the 
passing  of  the  Thurman  Act,  of  which  we  have  given  details 
on  p.  630.  This  Act,  however,  by  no  means  settled  the 
disputes.  First  it  was  assailed  as  illegal,  and  after  being 
upheld  by  the  Courts  it  was  deliberately  misconstrued,  and 
thus  relations  between  debtor  and  creditor  were  strained  from 
the  outset;  they  remain  unfriendly  until  the  present  day, 
although  no  longer  in  such  a  pronounced  degree  as  before, 
for  since  the  Thurman  Act  was  passed  several  concessions 
have  been  made  on  both  sides. 

In  1880  the  Government  took  exception  to  a  dividend 
being  paid  by  the  Central  Pacific,  this  objection  being 
founded  upon  a  misunderstanding.  The  C.  P.  had  charged 
betterments  effected  in  preceding  years  to  income  account 
for  1880,  and  hence  there  was  an  apparent  deficit  instead 
of  a  surplus,  but  the  matter  being  explained  the  Govern- 
ment withdrew  its  protestation.  Then  the  Government  in- 
vested the  sinking  fund  moneys  in  U.  S.  bonds,  which 
hardly  yielded  3  p.c.  net,  while  it  charged  the  company 
6  p.c.  for  its  advance.  The  company  rightly  protested  against 
this,  and  although  the  Secretary  of  the  Treasury  promised 
relief  as  early  as  1883  the  matter  is  still  pending.  We  return 
below  to  this  debt  question. 

The  sponsors  of  the  Central  Pacific  started  their  ventm-e 
with  more  assurance  than  money,  Messrs.  Crocker,  Hunting- 
don and  Stanford  had  between  them  a  fortune  of  $195,000; 
but  with  this  small  sum  they  started  a  work  estimated  to 
cost  $58,000,000,  and  which  says  more,  carried  it  out  and 
acquired  a  huge  fortune  over  the  transaction.  They  succeeded 
in  obtaining  loans  from  Sacramento  and  Placer  Counties  to 
the  amount  of  $550,000,  and  with  this  addition  to  their 
own  funds  they  built  enough  road  to  draw  $848,000  from 
the   U.   S.  Treasury  as  the  first  subsidy,  and  by  repeating 
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the  process  they  gradually  completed  the  road,  which  was 
opened  in  1869,  inducing  the  Government  to  waive  its  first 
mortgage  rights  so  that  they  could  issue  nine  series  of  first 
mortgage  bonds  to  the  total  amount  of  $26*9  millions.  With 
their  $195,900  as  a  nucleus,  these  enterprising  men  suc- 
ceeded in  creating  a  total  capitalisation  of  $139,000,000, 
most  of  which  of  course  is  water;  the  Pacific  Railway 
Commission,  which  took  a  sanguine  view,  asserts  in  its 
report  to  Congress  that  the  actual  cost  of  the  C  P.  was 
but  $58,000,000,  and  of  the  U.  P.  $50,720,000.  In  the 
construction  of  the  road  all  the  disreputable  practices  at 
that  time  in  vogue  were  resorted  to,  and  the  men  who  were 
4n  it'  laid  the  foundation  of  fortunes  which  now  rank 
among  the  largest  of  the  world;  for  naturally  no  small 
proportion  of  the  'water'  went  into  the  pockets  of  the 
constructors,  who  made  themselves  a  present  of  nearly  the 
entire  share  capital  and,  as  will  be  seen  below,  displayed 
great  skill  in  getting  rid  of  these  shares  at  a  very  good  price. 
Soon  after  its  incorporation  the  company  amalgamated  with 
the  Western  Pacific,  which  was  chartered  one  year  later 
than  the  Central  Pacific,  namely  in  1862 ;  and  in  1870  it 
absorbed  the  Oregon  and  California,  the  San  Francisco, 
Oakland  and  Alameda,  and  the  San  Joaquin  Valley  Rail- 
roads, the  total  length  of  all  lines  being  then  1,215  miles. 
In  addition  to  these  it  leased  the  Southern  Pacific  of  Cali- 
fornia, the  Southern  Pacific  of  Arizona,  the  Southern  Pacific 
of  New  Mexico,  and  several  smaller  systems  controlled  by 
the  old  clique  and  having  anaggregatelengthof  1,229  miles. 
Thus  the  Central  Pacific  obtained  a  system  of  2,444  miles, 
comprising  the  greater  part  of  that  which  to-day  is  the 
Southern  Pacific  of  California,  and  gained  control  of  all  lines 
in  California  as  well  as  of  the  second  transcontinental  route; 
this  last  had  in  the  meantime  been  formed  by  the  Southern 
Pacific  lines  running  from  El  Paso  (where  connection  was 
made  with  the  Atchison)  to  the  Joaquin  Valley  RR.  of  the 
Central  Pacific  which  again  led  to  San  Francisco.  It  was  this 
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original  Southern  Pacific  which  under  Mr.  Huntingdon's 
regime  obtained  control  of  the  Atlantic  and  Pacific  to 
prevent  the  completion  of  that  line  to  San  Francisco 
(see  p.  581). 

In  1884,  however,  the  Southern  Pacific  Company  wb& 
founded,  and  Huntingdon  and  Stanford  being  absolute 
masters  of  the  situation^  they  had  no  difficulty  in  rescinding 
the  leases  to  the  C.  P.  and  in  leasing  that  line  to  their 
company.  From  1878  until  1883  the  Central  Pacific  had 
been  doing  extremely  well,  as  is  shown  by  the  subjoined 
table;  and  heavy  dividends,  which  facilitated  the  sale  of  the 
common  stock  at  high  prices  (usually  above  80  p.c.  of  its 
face  value)  had  been  paid.  ^  By  an  ingenious  device  the  sale 
of  this  stock  by  no  means  terminated  the  control  of  the 
'  bosses.'  The  stock  is  registered  in  the  names  of  former 
clerks  of  Huntingdon,  Stanford,  etc.,  who  endorsed  it  in 
blank;  dividend  coupons  are  attached,  but  the  owners 
cannot  exercise  their  voting  rights  as  it  is  impossible  for 
them  to  have  the  shares  registered  in  their  own  names. 
As  soon  as  the  C  P.  had  been  leased  to  the  S.  P.  Co. 
(1885)  its  prosperity  waned.  There  is  an  abundance  of 
presumptive  evidence  that  it  was  the  principal  aim  of  the 
controlling  clique  to  bring  about  this  change  and  to  transfer 
the  dividends  rightly  belonging  to  C.  P.  shareholders  to  their 
own  pockets,  or,  which  is  the  same  thing,  to  those  of  the  S.  P. 
Company.  In  1885,  1886  and  1887  the  Central  Pacific 
earned  no  dividends,  but  since  January,  1888,  a  new  lease 
contract  has  been  in  force  which  secures  to  Central  Pacific 
shareholders  who  paid  for  their  certificates  at  some  85  p.c* 
the  splendid  annual  return  of  2  p.c,  with  a  chimerical 
possibiUty  of  more.  This  new  lease  stipulates  that  the 
C.  P.  shall  retain  its  own  earnings,  but  that  the  S.  P.  Co. 
guarantees  these  to  be  at  least  sufficient  to  pay  2  per  cent, 
dividend  on  its  common  stock.  The  share  capital  amounts  to 

1  3  p.c.  in  1873.  5  in  1874,  10  in  1875.  8  in  1876  and  1877,  nil  in  1878  and  1879,  6 
from  then  until  1883,  and  3  in  1884. 
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$66,275,500,  and  a  2  p.c.  dividend  on  it  requires  a  surplus 
of  $1,355,510;  and  the  S.  P.  Co.  having*  agreed  to  make  up 
any  deficiency  below  a  revenue  of  $1,360,000  over  all 
charges,  a  regular  dividend  of  at  least  2  p.c.  per  annum  is 
certain,  and  if  the  company  earns  more  this  percentage  may 
of  course  be  exceeded.^  This,  however,  should  not  lead  share- 
holders to  anticipate  better  returns.  Business  on  the  road  is 
no  doubt  improving,  but  no  matter  how  great  an  ameUoration 
may  occur,  the  Southern  Pacific  will  take  good  care  that 
it  does  not  swell  the  revenue  of  the  leased  company.  The 
S.  P.  has  long  since  paralleled  the  best  parts  of  the  C.  P., 
and  can  intercept  traffic  both  from  the  North  and  from  the 
South,  so  that  it  can  regulate  the  earnings  of  the  Central 
Pacific  to  a  nicety.  Indeed,  the  falling  off  of  earnings  for 
the  current  year  seems  to  indicate  that  this  governor  has 
been  applied. 

At  present  the  Central  Pacific  embraces  1,360  miles  of 
road,  the  greater  part  of  which,  notably  the  section  across 
the  Sierra  Nevada  and  that  to  Oregon  State  Line,  runs 
through  a  mountainous  country  and  could  only  be  built  at 
^reat  expense.  The  C.  P.  meets  the  U.  P.  at  Ogden,  runs 
North  of  Salt  Lake,  and  crosses  the  Sierras  at  an  altitude 
of  8,000  feet  above  sea  level.  In  the  mountains  very  fine 
views  can  be  had  from  the  car  windows,  although  the  train 
passes  some  of  the  best  places  in  the  long  snowsheds  which 
had  to  be  constructed  to  protect  the  trains  from  avalanches. 
The  Eastern  road  traverses  the  wild  country  which  was  the 
scene  of  the  gold  and  silver  booms ;  the  Northern  part  is  the 
Shasta  Route  described  on  p.  693 ;  the  Southern  line  follows 
the  San  Joaquin  River,  but  is  devoid  of  mountain  scenery. 

Subjoined  are  the  customary  compilations. 

1  As  will  be  seen  from  the  subjoined  statements,  earnings  for  1891  were  excep- 
tionally good,  and  not  only  was  there  no  necessity  to  call  upon  the  S.  P.  to  make 
good  its  guarantee,  but  after  the  2  p.c.  dividend  had  been  paid  there  remained 
a  surplus  of  more  than  8800,000. 

American  Railroads.  45 
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Mileage,  Earnings  and  Operating  Expenses. 


Itar. 

miUag, 
apiratid. 
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taming^ 

Opiraii»g 
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»C  op^: 
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Optr. 
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' 

Miles. 
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8 

■      8 

S 

t 

,218^ 

13,736.183 

7J89,90li 

4475 

5,042 

1885 

10.5*8,809 

5fl7  ,1S7 

5,875,641 

44-29 

3.712 

!0,092 

1881 

,3602 

1H,929,1M 

9,211,749 

7,417,354 

55-39 

12,224 

S.771 

EABNINQS  A 

ND 

EXPENSES 
1891. 
T.380 

16.629,104 
9,211.749 

1890. 
1.350 

15,937  J)04 
9,875,018 

1^ 

13.380.215 
9,764.272 

INCOME 

Rental  nnder  tease 

Other  receipts 

SinklnR  funds  and  interest  earned. 
United  States  requirementa  .     .     . 
Interest  on  C.  P.  notes  held  b;  tma 

Land  sales 

AC 

7.417.355 
55.40 

nOUNT, 
2,144,425 

613,516 

100,106 
352,772 

6OT,996 
61.96 

189a 

1560,000 

690;542 
523,951 

251,342 

1889. 

1,360,000 

7.200 

1,274,136 

458,243 

6aU80 

3,88SJJ74 

1.715,448 
1345,5  lu 

2.801,835 

3,701,759 

2,434,.=60 
1,345,610 

Sinking  fund  receipts,  O.  S.  require 
ments,  and  land  sales  asaboye,  ap 
plicab!e  when  nsedforthepavmen 
of  debt  and  not  available  for  dl-y 

Dividends,  2  per  cent 

Total 

Balance,  snrplus. 

3,060,948 

807,316 

df.334,754 

2,935,298 

Jt.238,957 
3.153,766 

dr528,699 
3.460,775 

Surplus,  Jan.  1 

Balance,   December  31 .    .    . 

3,40;,860 

2,953,247 

3,153,766 1 
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General  Balance  Sheet j  December  31st j  1891. 


■ 

Assfts — 

Construction    and    equipment— Amounts    standing   on  the 
books   of  the   Co.   for  the   construction  of  railroad  and 
telegraph  lines,    side  tracks,    bridges,    buildings,    shops, 
machinery,  tools,  telegraph  instruments,   furniture,  right 
of  way,  real  estate,  wharves,  piers,   snow  sheds  and  gal- 
leries, transfer  and  ferry  steamers,  river  steamers,  barges, 
locomotives,  cars,  snow  plows,  etc 

MisRftl  1  anpous  investments 

$ 

168.963326  83 
1,576,928  97 
1,187.802  35 
2894,103  33 

Land  contracts. — Deferred  navments  on  time  sal  pa 

Cash  assets  over  floating  debt 

Total  assets - 

174,622,161.50 
68,000,000.00 

49,798,045.17 
15,345,945.06 
41,478,171.27 

Liahil'ties — 
Canita  1  stock 

$ 

61,144.000  CO 
11,345,954.83 

Funded  debt 

Less  amounts  held  in  sinking  funds   of  the 
Co..  and  land  trust  funds 

United  States  bonds 

Less  payments  made  in  full  to  date  for  the 
U.  S.  requirements,  under  Acts  of  1862, 1864, 
and  the  Thurman  Act 

General  income  account 

27,855,680.00 
.    12,509,734.94 

3407  858  34 
10,004,365  32 
15,5.6,212  67 
12,509,734.94 

Income  used  for  redemption  of  land  bonds.. 
Income  used  for  sinking  funds  of  the  Co ... . 
Income  used  for  U.  S.  requirements 

1  oiai  iiauiiiiiies 

174,622,161.50 
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Funded  Debt,  December  31st,  1891. 


HjracUr  of  tondj. 

Iimti 

^ 

AmauHi 

A^au^t             7H(n™(. 

jlaHding 

PagabU. 

C.  P.  1st  mortg. .... 

C.  P.  1st  mortg! '.'.'.'. 
0.  P.  1st  mortfi. .... 
C.  P.  lat  mortg. .... 

C.  P.  let  mortg 

C  P.  let  mortg. .... 
C.  P.  lat  mortg. .... 
C.  P.  let  mortg. .... 
V/tat.  Pnc,,  Isc  mortg. 

West.  Pao.,  iat  mortg. 

West.  Pac,   iat  mortg. 

old  lasue 

CaL  *  Ore,.  Ist  mortg. 

C.  P   RE.   (CbI    &  'On>'. 

San  Joaq*  v"u!eB.  '  .' 
Land  grant  bonda,  lat 

Fm-jei^  bDndaofl93a 
Fiftj-year  bonds  of  19S8 

Totul 

1866 
1866 

1898 

ii 
li 

1865 
1889 

laea 

1870 
1870 

s 

1896 

1SB7 
1898 

1898 
1898 

1895 

1899 

19  8 

mi 

1800 

1936 
1B39 

3,000,000 
1,000,000 
1,000,000 
1,3»J.000 
4.000,000 
4,000,00(1 
4.000,000 
4.000,000 
3,52j,O00 

1,970,000 
765,000 

a.ooo,ouo 
6,oaaoDO 

10.000,000 
16,000,000 

le.ooo.ux) 

2.995.000       8 
1,000,000       5 
l,000/MO       6 
138.^i0O       6 
3,997JJ00       H 
3.trfl«,00O       tl 
3,999,000       6 
3,999,000       6 
3,&I1,000       6 

111,000  6 
1358,000       6 

765JM0  6 
5,982.000       5 

7^,0KljiO0O       6 

11,000,000       5 

fii-Wono' 

JsJL.JnIy 

Jiuie,Dec 
Jan.,  July 

April,  Out. 

Bicliaiige 


18111.000  or  Western  Pacific  bonds,  aer 
for  those  of  tbe  old  Issue  ontatanding. 

'  Of  the  California  and  OrcRon  diviaion,  aeries  B  bonda.  here  shown,  tl.500.000 
were  paid  ulT  oa  January  1,  1892  irom  the  sinking  fund;  the  balance  have  been 
extended  to  January  1,  1918,  at  5  par  cent,  inter-st. 

=  870a000  of  theae  bonds  were  redeemed  and  cancelled  during  the  year- 

The  following  sinking  funds  are  in  operation:  since  1870,  SoO.OOO  per  annum  on 
C.   P.   flrsta.   aeries    ABC  and  D;  since  1872,  $50.00"  .       ..  _ 


„    „ ..   On  Weatem  Pacific  fi'ai 

Oregon  (A  and  B)  since  1876,  8100,000  per  a 
188a  8100,000  p«r  annum.  A  total  of  88,979,- 
sinking  funds  which,  together  with  the 
invested  in  securities  of  subsidiary  conce 
12.000.000  uores,  of  which  e,7S8.O0O  remain  ui 


Like  tlie  Unioo  Pacific  this  company  owes  a  considerable 
debt  to  the  Government  which  will  be  due  in  a  few  years, 
together  with  interest  accrued  thereon.  The  debt  when 
payable  will  amount  to  $67-63  millions,  specified  in  the 
subjoined  extract,  from  which  sum  must  bo  deducted  $12'5 
millions  paid  under  the  Thurman  Act,  leaving  a  balance  of 
$55"1  millions,  secured  by  a  second  mortgage.  Fortunately 
the  Government  knows   that   even   if  it  should  cause  the 
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C.  P.  to  be  sold  in  foreclosure  it  would  hardly  fetch  enough 
to  pay  the  first  mortgages,  a  fact  which  seems  to  show 
that  there  can  be  circumstances  under  which  even  over- 
whelming debts  may  be  a  source  of  comfort.  Although  it 
is  uncertain  how  the  affair  will  be  arranged,  anxiety  as  to 
the  dividend  is  as  yet  unnecessary,  although  this  is  by  no 
means  sure  to  continue.  The  subjoined  extract  from  the 
S.  P.  report  for  1890  throws  much  Ught  upon  the  question 
of  indebtedness. 

" . . . .  If  the  terms  of  the  existing  contract  were  changed, 
so  as  to  secure  the  payment  offlxed  annual  amounts,  instead 
of  the  inadequate  payments  required  by  the  Thurman  Act 
(ignoring  the  equities  claimed  by  the  company  arising  out  of 
the  acts  of  the  Government,  and  considering  the  case  only 
as  affected  by  the  written  terms  of  the  contract),  the  fol- 
lowing conditions  must  be  accepted  as  controlUng: — 

"First — The  impossibiUty  of  payment  at  maturity  and  the 
remedy  in  case  of  failure. 

•'Second — What  payments  are  possible  in  the  event  of  an 
extension  of  time. 

"The  following  facts  in  these  points  are  taken  from  the 
report  of  the  Select  Committee  appointed  by  the  United 
States  Senate  in  1888  to  investigate  the  affairs  of  the 
Pacific  railroads,  with  a  view  of  proposing  proper  terms 
of  final  settlement.  (Senate  Report  No.  293,  Fifty-first 
Congress,  first  session,  17th  Febmary,  1890.) 

„I.  The  impossibiUty  of  payment  by  the  company  at  the 
maturity  of  the  United  States  bonds  is  sufficiently  shown 
from  the  sum  that  the  debt  and  interest  will  amount  to  at 
that  time  (page  39),  namely: — 
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Central  and  Western  Pacific  Railroads, 

Principal  amount  of  United  States  bonds  27,855,680.00 
Interest   accrued   to   31st  December,  1890, 

less  repayments  by  company 29,976,181.00 

Estimated   net  increase  to  average  maturity 

of  bonds  (7th  December,  1897) 9,800,000.00 

Total  balance  of  debt  at  maturity.   .  67,631,861.00 

The  Western  Pacific  Raih'oad  received  subsidy  bonds  at 
the  rate  of  $16,000  a  mile,  and  its  own  bonds  were 
issued  for  an  equal  amount.  On  the  line  East  of  Sacramento 
subsidy  bonds  were  issued  at  the  average  rate  of  $35,098 
per  mile,  and  the  company's  bonds  were  issued  thereon 
also  for  an  equal  amount.  The  Western  Pacific  is  thus 
mortgaged  for  a  much  less  amount  per  mile  of  road  than 
the  Central,  and  it  will  probably  be  able  to  provide  for  the 
payment  of  its  debt,  if  called  on  to  do  so,  at  the  maturity 
of  the  United  States  bonds.  But  for  the  Central  Pacific 
East  of  Sacramento  the  debt  cannot  be  paid  by  the  company 
at  the  maturity  of  the  bonds,  and  the  payment  of  the  com- 
pany's first  mortgage  bonds  would,  in  the  event  of  a  fore- 
closure and  sale,  leave  the  debt  to  the  United  States  entirely 
without  provision.  Referring  to  this  lack  of  security  held 
by  the  United  States,  the  report  states: — 

"  The  committee  is  of  the  opinion  that  the  present  security 
of  the  United  States  upon  the  property  of  the  Cental  Pacific 
Railroad  Company  is  inadequate ;  that  such  property,  in  case 
of  foreclosure  of  the  first  mortgage  thereon,  will  be  sub- 
stantially exhausted  in  satisfaction  thereof,  and  that  it  is 
inexpedient  for  the  United  States  to  redeem  the  property 
from  said  first  mortgage,  or  to  become  the  owner  of  such 
property  through  process  of  redemption  and  foreclosure" 
(page  52). 

Again,  the  report  (page  48)  quotes  and  endorses  the 
statement  of  the  United  States  Pacific  Raih'oad  Commission 
of  1887  as  follows:— 
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"An  enforcement  of  its  statutory  lien,  either  at  the 
maturity  of  the  debt  or  at  an  earlier  period,  if  the  debt  or 
any  portion  of  the  same  could  be  made  to  mature  before 
the  date  now  fixed  by  law,  would  result  in  a  sale  at  which 
it  could  hardly  be  expected  that  any  bid  in  excess  of  the 
amount  due  on  the  first  mortgage  bonds  would  be  made. 

"If,  therefore  (the  payment  at  its  maturity  of  the  debt 
to  the  United  States  arising  out  of  the  Central  Pacific 
bonds  being  impossible),  the  Government  should  seek  a 
remedy  by  purchasing  the  road  at  the  foreclosure  sale  of  its 
first  mortgage,  it  would  pay  the  full  value  of  the  property 
and  still  leave  the  entire  amount  of  its  debt  unprovided  for. 
The  application  of  this  remedy  would  produce  a  second 
condition  worse  than  the  first. 

"If  Congress  should  allow  the  matter  to  take  its  own 
-course  to  a  conclusion,  trusting  to  the  uninterpreted  terms 
of  the  contract  Acts,  the  Thurman  Act  would  be  construed, 
as  I  believe,  to  effect  a  final  settlement.  It  was  certainly 
the  intention  at  the  time  this  Act  was  passed  to  take  the 
whole  subject  of  the  settlement  out  of  the  company's  con- 
trol, and  thus  relieve  it  of  any  responsibility  in  the  matter, 
except  to  provide  the  payments  the  Act  prescribes.  When 
the  United  States  bonds  mature  they  will  be  paid  by  the 
Government  to  the  holders  thereof.  The  amount  of  such  bonds, 
'  together  with  all  interest  thereon  which  shall  have  been 
paid  by  the  United  States,'  fixes  the  final  sum.  The  bonds 
then  having  been  paid  by  the  Government,  and  interest  no 
longer  running  thereon  against  the  United  States,  it  will 
also  cease  to  run  against  the  company.  The  sum  then  unpaid 
will  remain  without  interest  until  liquidated  by  the  annual 
application  of  25  per  cent,  of  the  net  earnings. 

"  II.  In  the  event  of  an  extension  of  the  debt  and  its 
liquidation  by  fixed  annual  amounts,  the  possible  payments 
which  the  company  can  make  must  be  limited  by  the  net 
earnings  of  the  road  over  which  the  lien  extends,  after 
first  providing  for  the  obUgations  of  the  first  mortgage." 
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"  Competition  of  other  (land-aided)  transcontinental  lines 
has  greatly  reduced  the  net  earnings  of  the  Central  Pacific^ 
of  late  years.  The  surplus  available  to  pay  United  States 
debt  and  dividends  for  each  year  up  to  1889  is  shown  in 
the  conunittee's  report  (page  65),  to  which  I  have  added  the- 
years  1889  and  1890". 


CENTRAL   AND  WESTERN   PACIFIC    RAILROADS,    AIDED   LINES. 

The  net  earnings  available  for  payment  of  United  States 
debt  from  time  of  Thurman  Act  to  31st  December,  1890,. 
including  both  the  Central  and  Western  Pacific  aided  roads^ 
were  as  follows: — 


Fear. 

AnniMl 
amount. 

Tear. 

Annual 
amount. 

lt(78 

3,573043  81 
3334075  52 
3  818,856  92 
3.884  057  19 

1885 

742,721  47 
1,350,714.78 
1,6-23,721  39 
1,423,523  58 
1,188,295  11 

620,638  10 

1879 

1886 

1880 

1887 

1881 

1888 

1882 

2777,688  95 

2225,896.10 

740.227.15 

1889 

1883 

1890 

1884 

The  second  line  to  the  Pacific  coast  was  opened  by  the^ 
Santa  Fe  route  in  1881.  In  1883  three  routes  were  com- 
pleted near  the  thirty-second,  the  thirty-fifth,  and  the  forty- 
seventh  parallels  respectively.  Each  of  these  lines  was  aided 
by  the  United  States,  and  each  introduced  a  competitor  ta 
the  Central  Pacific,  greatly  reducing  its  net  earnings  from 
which  its  indebtedness  to  the  Government  was  to  be  paid. 
The  result  of  this  competition  is  forcibly  shown  by  taking 
the  average  net  earnings  given  for  the  periods  prior  and. 
subsequent  to  the  completion  of  the  new  routes. 

Average  annual  net  earnings,  aided  line,  1878  to  1883 
inclusive,  $3,268,936.91.  Average  annual  net  earnings,  aided 
line,  1884  to  1890,  inclusive,  $1,098,563,08. 

From  these  figures  it  appears  that  the  property  over 
which  the  Government  lien  extends  can  provide  no  greater 
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fixed  annual  payment  than  $1,000,000,  and  that  no  surety- 
can  be  had  of  always  meeting  even  that  charge  unless 
the  guaranty  of  the  non-aided  and  associated  lines  be 
added.  Practically  this  proposition  has  been  presented  to 
Congress.  The  terms  are  so  manifestly  favourable  to  the 
Government  that  it  seems  improbable  that  Congress  will 
decline  to  accept  them  when  it  gives  the  subject  the  con- 
sideration required  for  its  proper  understanding. 


PART  IX. 

THE   SOUTHERN    GROUP, 


CHAPTER  L. 


CHARACTERISTICS   OF   THE    SOUTHERN    STATES- 


The  South  embraces  that  portion  of  the  United  States 
which  is  bordered  in  the  North  by  Maryland  and  the  Ohio, 
in  the  West  by  the  Mississippi,  in  the  South  by  the  Gulf 
of  Mexico,  and  in  the  East  by  the  Atlantic  Ocean,  and 
therefore  contains  the  States  of  Virginia,  West  Virginia, 
Kentucky,  Tennessee,  North  Carolina,  South  Carolina,  Georgia, 
Florida,  Alabama,  Mississippi,  and  Louisiana.  These  States 
cover  an  area  of  nearly  500,000  square  miles,  or  one-seventh 
of  the  great  RepubUc ;  they  contain  15,000,000  inhabitants, 
equal  to  one-quarter  of  the  population  of  the  entire  country, 
and  represent  over  one-eighth  of  the  wealth  of  the  Union. 
The  subjoined  tables  give  details : — 

Table  showing  Area^  Population  and  Assessed  Valuation  of  the 

Southern  States.  Census  of  1890. 


Area^ 
(sq.  miles. 


Population. 


A ^sensed 
valuation, 
million  $ 


Virginia '  42,450 

West  Virginia 24,780 

Kentucky 40  400 

Tennessee 42,050 

North  Carolina I  52,250 

South  Carolina 1  30.570 

Georgia '  59.475 

Florida 58,680 

Alabama 52,250 

Mississippi 46.810 

Louisiana 48,720 

I 

Total I  498,435 


1,655,980 
762,794 
1858.635 
1,767,518 
1,617  947 
1,151.149 
1,837,353 
391,422 
1,513,017 
1,219.600 
1,118,587 


396-7 
1871 
629-4 
358-9 
226-4 
1466 
415-3 
918 
242-2 
1571 
2344 


14,964,002    I     3,085-3 
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Table  showing  Relative  Importance  of  the  Southern  States,  as 
compared  with  that  of  the  entire  Union.  —  Census  of  1890. 


Area  (square  miles)    .... 

Population 

Assessed  valuation 

Miles  of  railroad 

Capital  of  railroad  companies. 
Annual  earnings  of  railroads  . 
Passengers  carried  one  mile  . 
Tons   freight   carried  one  mile 


Southern 
Slates. 

Uniled 
SlaUs. 

498,400 

14.964,000 

$3,085,300,000 

30,796 

81,378,500,000 

8127,000,000 

1,243.000,000 

8,414,000,000 

3,602,000 

62,626,000 

824,240,600,000 

163.420 

$9,754,000,000 

81,068,000.000 

12,521,000,000 

79,193,000,000 

Some  of  the  oldest  settlements  in  the  United  States  are 
to  be  found  in  Virginia,  which,  with  the  possible  exception 
of  Kentucky,  is  undoubtedly  the  most  advanced  of  the 
commonwealths  in  this  region.  Like  all  Southern  States,  it 
is  pre-eminently  agricultural,  but  of  late  industries  have 
developed  to  such  a  marvellous  extent  that  before  long  it 
will  take  a  prominent  position  among  the  manufacturing 
States  of  the  Union.  The  Eastern  portion  of  the  State, 
where  the  waters  of  Chesapeake  Bay  have  numerous  inlets, 
consists  of  valleys  eminently  adapted  for  the  purposes  of 
the  farmer.  In  this  part  the  towns  of  Richmond,  the  capital 
and  well-known  tobacco  market;  Norfolk,  the  terminus  of  the 
Norfolk  and  Western  RR. ;  Portsmouth,  one  of  the  prin- 
cipal naval  stations;  and  Newport  News,  the  terminus  of  the 
Chesapeake  and  Ohio,  are  situated.  In  the  West  the  country 
is  more  rugged,  the  outposts  of  the  Alleghanies  occupying 
thstt  portion  of  the  State.  These  mountains  abound  with 
minerals,  notably  coal  and  iron,  to  which  reference  will  be 
made  in  succeeding  chapters;  and  their  summit  separates 
West  Virginia  from  Vii'ginia.  This  State  is  bordered  in  the 
West  and  North  by  the  Ohio,  and  has  very  much  the  same 
characteristics  as  the  Western  hall  of  Pennsylvania  close 
by.  It  produces  coal,  iron  and  petroleum,  but  farming  is 
equally  prominent  as  other  industries. 

Kentucky  is  bordered  in  the  West  and  North  by  the  Ohio, 
in   the   South  by  Tennessee,  and  in  the  East  by  the  Cum- 
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berland  mountains,  which  are  part  of  the  Alleghanies.  The 
State  is  chiefly  agricultural ;  the  com  crop  sometimes  reaches 
100,000,000  bushels  annually,  and  comes  largely  from  the 
Western  counties ;  wheat  makes  up  another  12,000,000,  and 
oats  8,000,000  bushels.  Kentucky  is,  however,  principally 
noted  for  its  immense  production  of  tobacco,  280,000,0001bs. 
out  of  the  world's  crop  of  1 ,300,000,0001bs.  being  grown  there. 
The  crop  of  fragrant  weed  represents  an  annual  value  of  over 
the  $10,000,000,  and  its  weight  amounts  to  nearly  two-thirds 
of  the  total  grown  in  America.  Louisville  is  the  principal 
market  whence  this  produce  is  carried  to  Richmond.  Among 
other  things  the  State  is  noted  for  its  whisky,  its  colts  and 
its  colonels.  Mining  is  progressive,  a  great  portion  of  the 
State  being  underlaid  with  coal  strata;  the  annual  produc- 
tion of  the  black  mineral  now  reaches  some  two  million  tons, 
while  the  output  of  pig  iron  averages  about  50,000  tons. 
There  are  also  a  number  of  oil  wells. 

Tennessee  lies  South  of  Kentucky,  and  presents  practically 
the  same  characteristics,  with  the  sole  exception  that  mining 
industries  are  more  important.  In  the  East  are  the  Alle-^ 
ghanies  with  the  mining  regions  around  Bristol,  Chattanooga, 
Knoxville,  etc;  while  in  the  West  agriculture  predominates, 
the  output  including  80,000,000  bushels  of  corn,  9,000,000 
of  wheat,  8,000,000  of  oats,  40,000,0001bs.  of  tobacco,  large 
quantities  of  fruit,  and  many  head  of  live  stock.  The 
iron  industries  of  Nashville  are  well-known,  and  new  towns 
are  springing  up  almost  everywhere  in  the  mountains.  The 
coal  fields,  which  extend  from  Pennsylvania  into  Alabama^ 
occupy  5,000  square  miles  of  the  Cumberland  Plateau,  and  the 
output  is  about  2^^  milUon  tons  annually  :  while  in  the  West, 
near  the  Mississippi,  some  cotton  is  grown.  The  principal 
towns  are— Nashville  (pop.  80,000),  Memphis  (70,000),  Chat- 
tanooga (30,000)  Knoxville  (23,000)  and  Jackson   (10,000). 

North  Carolina  Ues  to  the  South  of  Virginia,  and  alsa 
grows  tobacco  and  cereals,  while  from  the  mountains  in  the 
Western  portion  some  minerals  are  extracted.    Wilmington 
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(pop.  20,000)  is  the  chief  town,  Raleigh  has  13,000,  Char- 
lotte 12,000,  and  Asheville  11,000  inhabitants.  Besides 
some  40,000,000  million  bushels  of  corn  the  State  annually 
produces  6,000,0001bs.  of  rice,  40,000,0001bs.  of  tobacco, 
and  400,000  bales  of  cotton. 

South  Carolina  is  still  more  a  cotton  country,  and  the 
yearly  production  exceeds  800,000  bales.  There  are  exten- 
sive rice  plantations,  and  some  70,000,0001bs.  of  that  cereal 
are  now  grown.  The  principal  cities  are  Charleston  (pop. 
55,000),  one  of  the  leading  cotton  ports  of  the  South,  and 
Columbia  (pop.  16,000). 

Georgia  contains  Savannah,  the  greatest  cotton  port  on  the 
Atlantic  coast,  (pop.  45,000);  Atlanta,  a  centre  of  railroads 
and  industries  (pop.  70,000);  Macon,  (25,000);  Augusta, 
(35,000);  and  Colimibus  (18,000).  Georgia  lies  in  the  cotton 
belt,  and  has  exported  as  many  as  1,000,000  bales  of  that 
useful  commodity  in  a  year;  but  the  State  being  divided 
into  three  parts  of  different  altitude  it  has  a  variety  of  pro- 
duce hardly  equalled  by  that  of  any  other  Southern  State. 

Florida  with  its  tropical  climate  and  its  extensive  swamps 
has  not  attracted  many  settlers,  and  in  consequence  takes 
no  very  prominent  place  among  American  States.  Although 
its  settlement  dates  as  far  back  as  1565,  but  a  small  part 
of  its  soil  is  under  cultivation,  the  chief  products  being 
tobacco,  cotton  and  tropical  fruit.  Florida  is  rapidly  coming 
into  favour  as  a  winter  resort,  its  climate  at  that  period 
of  the  year  being  more  genial  even  than  that  of  Southern 
California. 

Alabama^  into  which  the  Alleghany  mountains  extend, 
is  undoubtedly  the  coming  State  of  the  South.  It  produces 
immense  quantities  of  cotton  and  contains  an  abundance  of 
minerals— a  circumstance  responsible  for  the  rise  of  Bir- 
mingham, a  town  destined  to  become  a  formidable  riv-al  of 
all  other  iron  centres  of  the  world.  Within  fifteen  years 
the  pig-iron  produced  in  Alabama  has  increased  from 
50,000   to  1,000,000  tons;  and  the  cheapness  of  coal,  iron 
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and  labour  has  created  several  great  manufacturing  cities 
such  as  Birmingham,  Sheffield  and  Bessemer.  The  State 
produces  700,000  bales  of  cotton,  450,000lbs.  of  tobacco, 
40,000,000  bushels  of  cereals,  etc. 

Mississippi  is  an  agricultural  State,  whose  responsive  soil 
and  stimulating  climate  yield  a  great  variety  and  profusion 
of  the  fruits  of  the  earth;  more  than  four-fifths  of  the 
population  is  employed  in  farming.  The  great  plantations 
have  given  way  to  small  farms  mainly  producing  cotton, 
the  annual  output  of  which  amounts  to  some  900,000  bales, 
and  is  considerably  smaller  now  than  before  the  war ;  cereals 
are  also  grown  in  great  quantities.  There  are  no  large  towns 
in  Mississippi,  Vicksburg,  which  has  a  population  of  13,000, 
being  the  most  important.  Jackson  is  the  principal  railroad 
centre. 

The  State  of  Louisiana  contains  the  commercial  metropolis 
of  the  South,  New  Orleans,  which  has  a  quarter  of  a  million 
inhabitants.  Like  the  other  Southern  States  its  chief  product 
is  cotton,  of  which  560,000  bales  are  annually  sent  out. 
Among  other  items  Louisiana  grows  some  1,000,000  lbs. 
of  rice  a  year,  there  being  1,500  plantations  employing 
50,000   persons;    sugar  is  also  produced  in  vast  quantities. 


The  negroes  are  one  of  the  most  prominent  features  of 
the  country,  together  with  traces  of  the  war,  for  the  rapid 
development  of  a  new  life  under  new  conditions  has  not 
yet  succeeded  in  effacing  the  numerous  evidences  of  the 
great  struggle  with  the  North.  From  the  moment  he 
enters  Virginia  along  a  way  studded  on  both  sides  with 
battlefields  and  burial  grounds  the  reminiscences  of  the 
rebeUion  constantly  impress  themselves  upon  the  stranger. 
The  war  took  the  life-blood  out  of  the  South.  After  the 
conclusion  of  peace,  the  misery  and  poverty  were  terrible. 
The  male  population  was  decimated,  homes  were  ruined, 
and  the  dearth  of  money  was  unprecedented.  The  old  gene- 
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ration  was  exhausted;  but  the  young  people  at  once 
commenced  rebuilding  their  homes,  and  tried  to  adapt 
themselves  to  the  new  conditions  of  free  labour.  Soon  there 
came  an  era  of  feverish  activity.  The  entire  world  was 
craving  for  cotton,  and  the  fibre  commanded  extraordinary 
prices.  Unfortunately  there  was  no  money  to  cultivate  it;  and 
the  farmers,  on  the  verge  of  poverty  through  the  devalua- 
tion of  the  currency,  but  with  wealth  within  reach  because 
they  could  raise  cotton,  accepted  money  at  usurious  rates 
from  the  few  who  had  hoarded  it.  They  mortgaged  crops 
that  were  not  sown  yet,  and  set  to  work  to  produce 
cotton  and  nothing  but  cotton  to  the  utmost  capacity  of 
their  land;  but  during  the  first  years  the  usurer  got  the 
profits,  and  the  farmers  remained  poor  while  their  soil 
became  exhausted.  Only  gradually  did  they  contrive  to 
free  themselves  from  the  money  lenders.  The  soil  got  a 
rest,  and  after  a  while  com  and  potatoes  grew  among 
the  cotton  fields.  This  change  was  of  the  greatest  import- 
ance to  the  farmers  of  the  South.  Whatever  little  money 
the  cotton  planter  made  no  longer  had  to  be  sent  to  the 
West  in  exchange  for  cereals  and  other  food;  it  accumu- 
lated, and  although  the  task  took  him  20  years  to  complete 
he  at  last  freed  his  property  from  debt. 

While  the  agriculturaUst  th^is  slowly  returned  to  prospe- 
rity, others  commenced  to  develop  the  mineral  resources  and 
to  establish  industries.  Cotton  became  king  with  the  far- 
mers; iron  became  king  with  others,  but  in  this  case  also 
progress  was  of  a  very  gradual  character.  In  1880  the 
entire  produce  of  the  South  was  212,000  tons  of  iron.  In 
1890  more  than  one-and-a-half-milUon  tons  were  produced, 
and  making  due  allowance  for  the  fiuctuations  of  trade  we 
cannot  but  anticipate  that  the  output  will  increase  in  the 
same  degree  as  people  accumulate  money.  Labour  is  cheap, 
and  a  ton  of  pig  iron  can  be  and  is  produced  at  $8,  so 
that  the  South  can  undersell  the  North;  it  seems  even  that 
Tennessee,    Georgia,   and  Alabama  will  compete  with  Glas- 
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gow,  for  SO  stated  Mr.  Bell  in  a  report  to  the  English  Iron 
and  Steel  Institute.  Northern  manufacturers  are  rapidly- 
building  furnaces  in  the  South,  iron  being  already  shipped 
thence  to  Canada  and  California;  and  wherever  furnaces 
were  built  cities  rose  as  if  by  magic,  wealth  increased  at  a 
marvellous  rate,  and  real  estate  went  booming  as  it  never 
boomed  before.  It  may  be  of  interest  to  repeat  here  a  story 
which  I  was  told  in  Birmingham,  Alabama.  That  town  did 
not  exist  in  1871,  nor  was  it  thought  of.  In  1872  a  dozen 
Southern  men  bought  a  large  estate  near  mountains  of  iron 
and  miles  of  coal,  in  the  centre  of  the  present  iron  district 
of  Alabama.  They  paid  $9,000  for  it,  the  capital  of  the 
company  being  $12,000.  When  the  first  sale  of  lots  occurred 
the  auctioneer  lost  his  way  in  the  wilderness,  but  by  his 
own  placards  discovered  that  he  was  on  the  spot  where  the 
corner  of  Fifth-avenue  and  Twenty-sixth-street  was  to  be, 
and  now  is.  The  capital  of  $12,000  multiplied  itself  into 
$200,000  stock,  and  on  this  $7,000,000  in  dividends  have 
been  paid.  In  one  year  the  taxable  property  of  Jefferson 
county  (in  which  Birmingham  is  situated)  rose  $15,000,000, 
and  many  a  lot  now  fetches  more  than  the  entire  county  would 
have  done  30  years  ago.  The  twelve  leading  citizens  are  'worth' 
$36,000,000,  and  gorgeous  private  residences,  many  of  them 
eclipsing  the  finest  houses  in  Belgravia,  are  to  be  found 
in  the  suburbs.  One  industry  created  the  other,  and  the 
newly-acquired  wealth  was  and  still  is  constantly  invested 
in  new  enterprises.  With  the  production  of  iron  that  of 
coal  rose  from  3,000,000  tons  in  1870  to  20,000,000  in  1890, 
and  upon  these  two  fundamental  industries  dozens  of  others 
followed  in  all  parts  of  the  country,  causing  an  immense  appre- 
ciation in  the  value  of  real  estate,  creating  countless  new  com- 
munities, and  carrying  prosperity  everywhere.  Ores  were 
no  longer  sent  North  to  be  converted  into  goods  and  then 
carried  back — a  proceeding  which  enhanced  their  cost  by 
about  $18  a  ton — but  extensive  works  were  built  which 
finished  goods  for  the  South  in  the  South.  Formerly  the  raw 
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cotton  was  sent  to  New  England  to  be  spun,  bleached,  woven, 
nay,  even  cut  and  made  into  garments  for  Southern  customers; 
now  there  are  mills  in  and  near  the  cotton  belt,  and  with  its 
advantage  of  cheap  labour  the  country  bids  fair  to  compete 
before  long  in  the  world's  markets  with  Massachusetts  and 
Manchester.  Together  with  this  came  the  invention  of  various 
processes  to  enhance  the  value  of  cotton.  Cotton-seed, 
formerly  useless,  is  now  converted  into  oil,  valued  at 
$60,000,000  yearly,  and  into  fodder  and  manure,  worth 
$40,000,000  per  annum.  The  cotton  crop  itself  exceeds 
8,500,000  bales,  or  3,000,000,000  pounds,  out  of  which 
$350,000,000  per  annum  arereaUsed.  Cotton  is  the  backbone 
of  the  country,  for  its  culture  is  almost  a  monopoly  of  this 
region,  which  produces  by  far  the  major  part  of  the  world's 
supply.  Cotton  and  iron  are  the  keystones  of  the  prosperity, 
and  this  prosperity  rests  upon  the  soundest  possible  foundation, 
because  no  other  region  is  capable  of  producing  the  former 
to  any  considerable  extent,  while  as  regards  the  latter  the 
cost  of  manufacture  nowhere  is  as  low  as  in  the  Southern 
States.  Nor  is  cotton  and  iron  all.  While  other  regions  are 
becoming  destitute  of  timber,  the  vast  supplies  of  Southern 
forests  are  almost  untouched.  Agricultural  produce  which 
for  so  many  years  had  to  be  imported  from  tlie  West,  is 
now  raised  not  only  in  quantities  sufficient  to  meet  the  home 
demand,  but  also  to  admit  of  exportation,  and  fruit  and 
vegetable  gardening  have  reached  a  very  high  state  of  perfec- 
tion. Virginia  kitchen  supplies  in  particular  find  ready  buyers 
in  Northern  markets,  and  sell  at  excellent  prices,  the  season 
being  six  weeks  ahead  of  that  of  the  ^garden  region'  of  Penn- 
sylvania and  New  Jersey;  and  vast  quantities  of  vegetables 
leav^e  by  steamer,  while  during  the  summer  express  trains,  load- 
ed with  nothing  but  exquisite  fruit,  depart  daily  for  the  North. 
These  various  branches  of  farming  and  industry  are  carefully 
fostered  by  the  railway  companies.  Most  lines  have  doubled 
their  mileage  within  the  last  ten  years,  and  the  growth 
of  their  business,  as  will  be  shown  in  subsequent  chapters, 

American  Railroads.  46 


722  CHARACTERISTICS  OF  THE  SOUTHERN  STATES,  part  ix. 

is  perfectly  amazing.  Yet  in  spite  of  all  this  the  South 
as  yet  fails  to  present  a  prosperous  appearance,  and, 
compared  with  Europe,  or  even  with  the  North,  looks 
poor.  The  reason  is  obvious.  The  region  has  but  just 
emerged  from  an  unprecedented  state  of  poverty  and  destitu- 
tion,  out  of  which  it  has  raised  itself  almost  without  outside 
help,  for  the  South  employs  but  an  insignificant  percentage 
of  Northern  or  foreign  capital;  and  however  remarkable  the 
results  of  20  years'  work  may  be,  development  is  but  in  its 
first  stages.  One  may  forecast,  but  one  cannot  imagine  what 
the  South  will  be  if  farm,  forest  and  mine  are  developed 
to  their  full  extent.  Of  these  possibiUties,  or  one  may  say 
certainties,  the  Southern  people  are  fully  aware.  The  West 
has  had  its  time  of  quick  growth,  and  progress  is  becoming 
steadier  year  by  year.  Hence  the  device  is  no  longer'  Go 
West '  as  it  was  in  the  early  eighties,  but,  to  quote  the  words 
of  Mr.  Chauncey  M.  Depew,  the  national  orator :  "  Go  South, 
young  man,  to  the  booming  land  of  King  Cotton  I''  In  spite 
of  the  depression  which,  arising  from  the  low  price  of  cotton, 
has  recently  prevailed  throughout  the  South,  the  best  autho- 
rities assert  that  after  decades  of  adversities  and  backwardness 
these  States  are  rapidly  attaining  that  economic  prominence 
to  which  their  extraordinary  natural  advantages  entitle  them. 


CHAPTER  LI. 

THE   ILLINOIS   CENTRAL. 

Prom  the  Sunny  South  to  the  Noble  North,  from  Pahn 
to  Pine,  from  the  land  of  King  Cotton  to  the  land  of 
King  Corn :  by  these  and  various  other  terms  do  the  believers 
in  alliteration  describe  a  journey  from  New  Orleans  to 
Chicago,  which  along  the  Illinois  Central  lasts  but  twenty- 
seven  hours.  Within  this  brief  space  of  time  one  can  cross 
three  extensive  '  belts '  one  of  which  is  noted  for  its  cotton, 
another  for  its  coal,  and  the  third  for  its  corn  and  its 
cattle. 

The  Illinois  Central  now  embraces  the  following  lines: — 

Main  lines  owned: 

Illinois  Central,  Chicago  to  Cairo 364  •  7  miles 

„  „        Centralia  to  Dubuque.   .    .        340*8    „ 

Chicago,    St.    Louis   and   New  Orleans  ER. 

Cairo  to  New  Orleans 547*8     „ 

Total  main  lines  owned.   .    .    .  1,253*3     „ 

Branches  owned:  1,030*5     „ 

Total  owned 2,283^  „ 

Lines  leased : 

Dubuque  and  Sioux  City  ER 524*0  „ 

Cedar  Falls   and  Minn.  RE 75*6  „ 

Total  leased 599*6  „ 

Total  operated 2,883*4  „ 

To  this  must  be  added  the  New  Orleans  and 

Texas  EE.,  purchased  June,  1892.    .    .    .  798*0  „ 

Total  length  of  system,  June  30th,  1892.  "37^81*4  „ 
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The  main  lines  constitute  direct  connections  between  Chi- 
cago and  Sioux  City  (via  Dubuque)  and  between  Chicago 
and  New  Orleans  (via  Cairo  and  Memphis),  and  intimate 
relations  with  other  railways  give  access  to  leading  points 
situated  near,  such  as  St.  Paul,  Des  Moines,  and  St.  Louis ; 
for  example,  a  through  service  between  the  latter  town  and 
Chicago  is  maintained  in  conjunction  with  the  VandaUa  Line. 
From  the  traffic  manager's  point  of  view  the  system  consists 
of  three  distinct  parts.  The  line  to  Sioux  City  is  a  Granger 
road,  and  its  direction  of  trade  is  naturally  towards  Chicago. 
The  lines  in  Illinois  have  a  strongly  developed  local  and 
a  mixed  through  traffic,  the  coals  from  the  Illinois  fields 
constituting  no  mean  proportion  of  their  freight.  The  direc- 
tion of  trade  South  of  the  Ohio  is  towards  New  Orleans, 
and  in  consequence  the  system  has  a  variety  of  traffic  which 
has  no  parallel  in  so  far  that  there  is  not  another  railway 
which  at  the  same  time  is  one  of  the  leading  carriers  of 
cotton,  coals,  com  and  lumber.  ^ 

The  Southern  part  of  the  system  is  no  doubt  the  most 
interesting.  New  Orleans  is  one  of  the  oldest  towns  in  the 
United  States,  and  the  commercial  outlet  of  the  lower  Mis- 
sissippi valley  and  the  regions  adjacent  thereto;  and  the 
rapid  development  witnessed  throughout  the  South  and  South- 
west has  greatly  expanded  its  trade,  as  may  be  inferred 
from  the  fact  that  the  value  of  exports  from  this  port  rose 
from  eighty  million  dollars  in  1886  to  a  hundred  and  thirty 
millions  in  1891.  Cotton  is  the  great  staple  of  Louisiana, 
Mississippi,  etc.,  and  next  come  rice,  tobacco,  and  other 
agricultural  produce,  most  of  which  is  shipped  abroad.  No 
mean  proportion  of  these  staples,  and  a  goodly  quantity 
of  cereals  from  the  North  besides,  reach  New  Orleans  by 
the  Mississippi,  which  opposite  the  town  is  a  mile  and  a 
half    broad,    and   sweeps   in   a  fine   curve  round  the  com- 

1  The  Illinois  Central  transports  about  1,750,300  tons  of  coal,  600,000  tons  of 
cereals,  575,000  tons  of  lumber  and  600,000  bales  of  cotton  per  annum;  a  great 
proportion  of  these  goods  is  exchanged  with  the  52  roads  which  its  lines  cross 
between  Chicago  and  New  Orleans. 
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modious  quays  and  wharves  of  the  "  Crescent  City."  The  Levee 
is  six  miles  long,  and  on  the  opposite  shore,  in  the  town 
of  Algiers,  there  is  an  equal  amount  of  river  frontage. 
Yet  this  immense  space  is  by  no  means  too  large,  and  dur- 
ing the  cotton  season  one  can  often  see  a  triple  row  of 
Mississippi  steamers  in  the  central  part  of  the  quay. 

Among  the  railroad  connections  ofNew  Orleans  the  Louis- 
ville and  Nashville,  the  New  Orleans  and  Northeastern  (connect- 
ing with  the  Richmond  Terminal  system),  the  Texas  Pacific,  the 
Southern  Pacific,  and  the  Illinois  Central  are  the  most  promi- 
nent. The  latter  forms  the  principal  communication  with  Chi- 
cago, which  has  theadvantageof  the  shortest  route,  915  miles 
in  length ;  there  are  not  less  than  five  various  ways  along 
which  railroad  traffic  between  the  two  cities  can  be  conducted. 

From  New  Orleans  to  Memphis  the  I.  C.  has,  since  the  recent 
purchase  of  the  Louisville,  New  Orleans  and  Chicago  RR., 
possessed  a  double  route;  between  Memphis  and  Cairo  there 
is  but  a  single  hue  which  has  no  other  competitor  than  the 
Chesapeake  and  Ohio  Southwestern.  These  lines  lead  through 
the  cotton  belt,  which,  if  seen  at  the  right  season,  is  one 
of  the  most  attractive  regions  of  the  United  States,  and 
clothes  the  world  just  as  the  West  feeds  it.  The  country  is 
damp,  level  and  hot,  and  one  sees  little  but  negroes  and 
cotton  plantations.  There  is  no  more  beautiful  sight  than  a 
cotton  field  in  full  bloom,  the  abundant  flowers  changing 
shape  and  hue  as  the  day  progresses.  In  August  the  blossom 
disappears,  and  the  lint  begins  to  protrude  from  the  seeds. 
This  goes  on  slowly  until  frost  comes;  the  seeds  do  not 
ripen  simultaneously,  but  gradually,  so  that  picking  lasts 
from  four  to  five  months.  It  is  done  by  negroes,  old  and 
young,  male  and  female,  who  gather  the  fibre  in  baskets. 
The  large  downy  pendants,  of  a  yellowish-white  colour,  hang 
everywhere  on  the  shrubs,  vividly  contrasting  with  the 
large   green   leaves;  and   these  cotton  landscapes,  sprinkled 


1  Among   the   exports  there  are  45,000  barrels  of  flour,  23,000,000  bushels  of 
grain  and  3,000,000  bales  of  cotton. 
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with  dwellings,  trees  and  shrubs,  afford  one  of  the  prettiest 
spectacles  imaginable,  especially  if  seen  under  those  fine 
skies  for  which  the  lower  Mississippi  valley  is  noted. 

The  bulk  of  the  cotton  carried  by  the  Illinois  Central 
comes  from  districts  along  the  line  South  of  Memphis,  but  a 
considerable  proportion  is  received  in  that  city  and  has  to 
compete  with  river  navigation,  so  that  rates  from  this  point 
must  be  very  low.  A  few  years  ago  this  gave  rise  to  com- 
plaints about  discrimination  which  at  the  time  were  quoted 
as  one  of  the  most  forcible  arguments  advanced  in  Congress 
in  favour  of  the  '  long  and  short  haul  clause '  of  the  Inter- 
state Commerce  Act.  It  is  known  as  the  Winona  Dis- 
crimination, and  has  been  fully  dealt  with  on  pp.  22 
and  23. 

Memphis  is  one  of  the  most  notable  cotton  centres  of  the 
world  and  the  principal  town  between  St.  Louis  and  New 
Orleans.  As  has  been  stated  on  p.  611  it  has  a  great  future 
as  an  outlet  of  the  Southwest,  trade  with  which  will  be 
materially  benefited  by  a  fine  steel  bridge  now  being  built 
across  the  Mississippi.  Cairo,  situated  at  the  confluence  of 
Ohio  and  Mississippi,  has  never  attained  the  commercial 
importance  justified  by  its  position. 

North  of  the  splendid  bridge  across  the  Ohio,  we  find 
the  Central  Ilhnois  coal  fields  lying  East  of  St.  Louis.  This 
mining  region  is  very  extensive,  and  contains  360  mines, 
employing  some  24,000  people;  in  1889  it  produced 
12,100,000  tons  of  soft  coal,  which  is  extensively  used  for 
industrial  purposes  throughout  the  West,  and  responsible  for 
the  dense  clouds  of  smoke  that  veil  St.  Louis,  Chicago  and 
many  other  Western  cities.  Besides  coal,  the  region  produces 
vast  quantities  of  timber  and  grain,  this  being  the  Southern 
limit  of  the  corn  belt,  which  stretches  far  across  the 
Canadian  border.  Apart  from  its  main  line,  the  railroad  has 
a  second  track  running  across  Illinois,  and  a  network  of  smal- 
ler railways  in  the  same  State,  so  that  South  of  Chicago  it 
holds    a  commanding  position  as  a  local  road.    The  second 
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line  just  referred  to  goes  to  Freeport,  and  there  meets  the 
Dubuque  and  Sioux  City  system,  leased  and  owned  by  the 
I.  C,  600  miles  long,  and  forming  a  most  valuable  Unk 
between  Chicago  and  the  Missouri  River.  This  branch  has 
indirect  connection  with  St.  Paul  and  the  Northwest  via 
the  Chicago,  St.  Paul  &  Kansas  City  RR. 

In  Chicago  itself  the  railroad  has  fine  terminal  facilities, 
quite  in  keeping  with  its  local  importance ;  the  line  is  the  oldest 
of  all  roads  terminating  in  Chicago,  and  therefore  was  able  to 
select  the  best  position.  Its  yellow  cars  run  for  a  long  distance 
along  the  beach  of  Lake  Michigan,  the' great  inland  sea,  until 
they  reach  the  passenger  terminus,  situated  in  the  heart  of  the 
city,  at  the  foot  of  Adams-street  and  on  the  Lake  front.  The 
freight  yards  lie  a  little  beyond  this,  just  at  the  point  where 
the  Chicago  River  empties  into  the  Lake,  and  near  the  immense 
elevators  and  great  timber  yards  lining  the  Lake  and  the  river's 
mouth.  The  terminal  is  also  used  by  the  Michigan  Central  and 
until  1891  the  B.  and  0.  leased  part  of  it,  but  refusing  to 
pay  a  higher  rental  this  line  went  to  the  Northern  Pacific  ter- 
minus (p.  275).  The  suburban  traffic  of  the  Illinois  Central 
is  greater  than  that  of  all  other  Chicago  roads  combined, 
and  the  company  owns  an  eight-tracked  road  skirting  Lake 
Michigan  over  a  distance  of  eight  miles  and  connecting  the 
fashionable  South  Side  with  downtown.  It  is  the  only  road 
passing  the  World's  Fair  grounds,  and  this  Exhibition  itself 
as  well  as  its  influence  upon  the  growth  of  the  'South 
Side'— which,  however,  was  also  promoted  to  a  very  marked 
extent  by  the  Illinois  Central— has  necessitated  considerable 
additions  to  rolling  stock  and  extensions  of  tracks  and  stations. 

The  history  of  this  railroad,  about  which  Mr.  Wm.  K. 
Ackerman,  one  of  its  ex-presidents,  has  written  an  interesting 
volume  of  memoirs  for  private  circulation,  affords  some  curi- 
ous reading  illustrating  Vays  and  means'  of  early  railroading. 
When  Chicago  was  still  a  village,  attempts  were  made  to 
build  a  line  connecting  the  Lake  with  the  Ohio.  This 
was   as   early   as    1834,   when   the   Erie   and  E.   and   0. 
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had  just  been  started,  and  the  possibility  of  having  faster 
communication  with  the  East  began  to  dawn  upon  the  minds 
of  the   few   people  then  living  in  Illinois.    But  it  was  not 
until  1851  that  the  Illinois  Central  Railroad  Company  received 
its  charter  from  the  State  which,  with  concurrence  of  Congress, 
transfeiTed   to   the   company    all   lands   which   the  Federal 
Government   had   placed   at  its  disposal  for  the  purpose  of 
encouraging  the  construction  of  railroads.  Hence  the  company 
received   a   magnificent   land  grant  consisting  of  a  tract  of 
fertile   soil  twelve  miles  broad  and  running  from  the  North 
to   the   South   throughout  Dlinois.  ^    In  addition  the  State 
granted  many  other  favours,  such  as  immunity  from  taxation ; 
but  on  the  other  hand  a  clause  was  inserted  in  the  Charter 
according  to  which  the  company  must  pay  the  State  7  p.c.  of 
the  gross  revenue  of  its  original  road,  706  miles  in  length. 
With  such  strong  support  the  company  could  not  but  flourish. 
A  few  years  after  its  birth  —  in  1859  —  there  were,  it  is 
true,    some  difficulties,  but  these  were  soon  tided  over,  and 
left  no  trace  behind  them ;  and  when  the  early  sixties  came 
there   dawned  an  era  of  prosperity  which  has  few  parallels 
in  the  history  of  American  railroad  companies.  As  soon  as 
the   war  was   over   a  general  business  activity  set  in,  and 
while    earnings   from   traffic   were   excellent   the    company 
realised   vast   sums   from  the  sale  of  its  lands;  as  a  result  ^ 
it  was  in  a  position  to  pay  regular  dividends  of  10  percent, 
in    each   year   between    1865    and    1873,    and   8  per  cent, 
in  1874,  1875  and  1876.     In  1877,  however  it  was  impos- 
sible to  pay  more  than  4,   and  this  considerable  change  for 
the  worse  caused  grave  apprehension  abroad.  Ilhnois  Central 
stock  was  and  still  is  largely  held  in  England  and  Holland, 
and   the   shareholders   in   Europe  felt  so  alarmed  that  they 
appointed   a   committee   to   inquire   into   the  causes  of  the 
decline   in   the   company's   prosperity.    The  delegates,  after 
inspecting   the   road,   brought  out   a   report   which  on  the 

1  Between  1852    and  1871  the  company  realised  not  less  than  $24,000,000  from 
the  sale  of  these  lands. 
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whole  spoke  in  reassuring  terms  of  the  condition  and  pros- 
pects of  the  company,  and  found  the  decline  in  revenue 
and  dividends  to  be  due  to  the  following  causes:  In  the 
first  place  the  bulk  of  the  company's  land  had  been  sold  by 
1875,  and  hence  the  revenue  from  that  source  decUned  very 
considerably;  it  gradually  fell  off  from  $3,036,490  in  1868 
to  $108,135  in  1877.  In  the  second  place  earnings  from 
traffic  had  decreased  in  sympathy  with  the  effects  of  the  crisis 
of  1873,  but  also  as  a  result  of  growing  competition.  With 
regard  to  this  last  fact  it  should  be  stated  that  the  Ilhnois 
Central  has  always  been  known  for  its  conservatism;  indeed, 
tliis  commendable  quality  has  sometimes  been  carried  too  far. 
Had  it  been  a  little  more  enterprising  the  company  might 
have  secured  control  of  the  entire  local  traffic  of  Illinois ; 
but  instead  of  this  it  permitted  young  rivals  to  encroach 
upon  its  territory,  and  a  decline  of  business  was  the  natural 
result. 

After  the  visit  of  the  Anglo-Dutch  committee,  however,  the 
company  adopted  a  more  aggressive  poUcy,though  still  retaining 
its  former  characteristic  in  a  sufficiently  marked  degree  to 
lead  to  undesirable  consequences,  especially  in  recent  times. 
Extensions  were  carried  out  very  carefully  and  by  degrees. 
In  1867  the  'leased  lines  in  Iowa  '  were  added  to  the  system, 
and  in  1872  the  company  made  an  advance  of  $5,000,000 
to  the  Mississippi  Central  and  Jackson,  New  Orleans  and 
Great  Northern  Railroads  (now  the  Ch.,  St.  L.  &  N.  0.)  in 
return  for  which  these  concerns  made  traffic  agreements 
with  the  I.  C,  which  owned  most  of  their  bonds.  In  1876 
they  were  sold  in  foreclosure,  and  the  two  roads  came  under 
the  control  of  the  I.  C,  which  reorganised  them  as  the  Ch., 
St.  L.,  &  N.  0.  RR.  The  line  was  afterwards  leased  to 
the  Illinois  Central,  which  guaranteed  a  sufficient  revenue 
to  pay  4  p.c.  on  the  share  capital.  The  shares  were  ex- 
changed for  *  leased  line  stock '  and  are  held  in  trust ;  if 
the  semi-annual  dividend  of  2  p.c.  is  not  paid  when  due 
holders   of  this   stock  can  claim  the  return  of  the  original. 
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Ch.  St.  L,  and  N.  0.  shares.  No  further  extensions  of  im- 
portance were  carried  out  until  June,  1892,  when  proposals 
to  purchase  the  Louisville,  New  Orleans  and  Texas  RR. 
were  submitted  to  the  shareholders  and  unanimously  adopted. 
This  line  runs  from  Memphis  to  New  Orleans  and  has  several 
branches,  so  that  it  was  of  some  account  as  a  competitor 
of  the  Southern  part  of  the  system ;  ^  it  has  now  been  con- 
solidated vrith  the  Illinois  Central,  which  purchased  all  its 
stock  and  bonds  for  $5,000,000  in  cash  and  $20,000,000 
in  4  p.c  bonds,  part  of  an  issue  of  $25,000,000.  The 
bonds  and  shares  bought  were:   $16,132,000  first  mortgage, 

'  A  circular  Issued  by  the  111.  Central  in  June,  1892,  says  :— 

"  The  Louisville,  New  Orleans  &  Texas  Railway  runs  from  Memphis  (popula- 
tion 64,495)  through  the  Delta  to  Vicksburgh,  the  largest  city  in  Mississippi 
(population  13,373),  thence  through  Baton  Rouge,  the  capital  of  Louisiana 
(10,478),  and  so  on  to  New  Orleans  (242,039),  with  branches  to  Natchez  (10,101), 
to  Greenville  (6,658),  and  to  Jackson  (5.920),  and  other  towns.  Although  the 
main  line  from  Memphis  to  New^Orleans  is  by  56  miles  longer  than  the  route 
of  the  Illinois  Central  and  lies  so  far  distant  from  it  as  not  to  affect  local 
rates  in  Mississippi,  the  exceptionally  low  grades  of  the  Louisville,  New  Or- 
leans &  Texas  enable  it  to  run  freight  trains  of  fifty  cars  over  the  greater  part 
of  its  line  and  to  give  nearly  as  quick  a  passenger  service  between  Memphis 
and  New  Orleans  as  that  of  the  Illinois  Central. 

"The  Louisville,  New  Orleans  &•  Texas  Railway  with  its  branches,  of  which 
75  miles  are  narrow-gauge,  now  comprises  798  miles  of  railway.  During  the 
year  ended  June  30,  1891,  with  790  miles  in  operation,  the  gross  earnings  were 
$3,716,430,  being  at  the  rate  of  $4  704  per  mile.  The  road  is  well-equipped.  The 
track  is  laid  with  steel,  is  well  tied  and  partially  ballasted.  The  company  pos- 
sesses good  freight  terminals  at  Memphis  and  at  New  Orleans,  as  well  as  shops 
and  tools  for  the  repair  of  machinery  at  Vicksburg. 

"  The  following  extract  from  the  annual  report  of  the  company  for  the  year 
ended  June  30,  1891.  explains  itself:— 

"A  tolerably  correct  estimate  of  the  exceptional  resources  and  material  pros- 
perity of  the  section  of  country  traversed  by  these  lines  can  be  formed  by  the 
following  statement  of  the  earnings  since  the  road  was  opened. 


Vears. 

Average 

mi  h  age 

operated. 

Gross 
earning  ?. 

Operating 
expenses . 

Net 
earnings          \ 

1890-91     

1889-90 

1888-89 

1887-88    

1886-87 

790 
666 
527 
514 
514 

$ 
3.716,429 
2,039,673 
2,559024 
2,443.376 
1,993,101 

$ 
2,656.516 
2.171.0fi0 
1,844,556 
1,682,303 
1346,151 

$ 
1,059.912 
868,612 
714,486 
761,072 
646499 

"  The  rapid  development  of  the  local  interests,  principally  agricultural,  which 
resulted  from  the  opening  of  these  lines,  may  be  measured  by  the  increase  in 
the  local  traffic,  which  shows  a  gain  of  1172  per  cent,  in  three  and  one-half 
years,  and  during  which  time  the  earnings  of  the  branches  added  in  the  last 
two  years,  have  been  at  their  minimum."    *  *  * 
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$9,104,000  cumulative  second  mortgage,  $10,000,000  land 
income  mortgage  bonds,  and  $5,000,000  common  shares.  ^ 
In  1891  net  earnings  of  the  road  were  $1,059,912,  and  the 
annual  charges  on  the  new  4  p.c.  bonds  together  with 
interest  at  5  p.c.  on  the  $5,000,000  amounted  together  to 
$1,050,000;  terms  are  fair  to  both  sides,  and  whilst  involving 
the  Illinois  Central  in  no  financial  risks,  that  company  cannot 
fail  to  materially  benefit  from  the  additional  strength  it 
necessarily  derives  from  the  absorption  of  a  competitor  for 
through  freight  between  Memphis  and  New  Orleans. 

The  property  of  the  Illinois  Central  has  until  recently 
not  been  in  particularly  good  condition;  in  fact,  the  ultra- 
conservative  management  failed  to  introduce  those  improvements 
which  were  necessary  to  keep  the  road  up  to  the  requirements 
of  the  times.  Rails  were  too  Ught  and  roHing  stpck  antiquated, 
and  as  such  a  condition  could  not  but  react  upon  business, 
it  was  found  impossible  to  further  postpone  the  introduction 
of  urgent  betterments.  These  have  to  a  large  extent  been 
paid  out  of  earnings,  but  the  necessity  of  extension  in 
connection  with  the  World's  Fair,  and  of  additions  to 
the  New  Orleans  terminals,  made  such  demands  upon  the 
treasury  that  all  could  not  be  met  out  of  earnings,  in  con- 
sequence whereof  an  increace  of  the  share  capital  by 
$5,000,000  was  proposed.  In  connection  herewith  attention 
must  be  called  to  the  fact  that  the  IlUnois  Central  has 
always,  followed  the  policy  of  keeping  the  funded  debt  at  the 
lowest  possible  figure.  Some  of  its  earlier  issues  of  bonds 
are  redeemed  out  of  land  grants,  and,  as  the  foregoing  re- 
marks and  the  subjoined  tables  show,  the  company's  own  debt 
amounts  to  but  $34  millions,  the  remainder  being  assumed 
debt  of  absorbed  corporations. 

Owing  to  its  moderate  capitaUsation  the  I.  C.  has  always 
offered  good  returns  upon  its  capital.  Its  bonds,  the  interest 
of  which   has   invariably  been  promptly  paid,  rank  among 


These  bonds  are  pledged  to  secure  the  $25,000,000  4p.c.  collateral  trust  bonds. 
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the  gilt-edged  securities,  and  its  shares  have  always  offered 
a  good  interest.  From  1865  until  1873,  inclusive,  they  paid 
10  p.c,  1874  to  1876,  8,  and  in  1877,  4,  (see  above);  6  p.c 
in  1878,  79  and  80,  7  p.c.  in  1881  and  1882,  and  in  1883, 
8  p.c.  in  cash  and  17  p.c.  in  leased  line  stock.  In  1884, 10, 
in  1885,  8,  in  1886,  1^,  in  1887  and  1888,  7  p.c.  was  paid, 
but  since  1889  interest  has  declined  owing  to  the  large  expen- 
diture upon  betterments.  b\  p.  c.  was  paid  in  1889,  6  in  1890, 
and  5  in  1891  and  1892.  Within  the  last  few  years,  however, 
there  has  been  a  very  pronounced  expansion  of  business,  and 
if  the  large  expenditure  for  improvements  ceases  better  returns 
will  no  doubt  be  possible,  in  spite  of  the  recent  additions 
to  capital.  The  subjoined  table  shows  an  increase  in  gross 
earnings  of  over  $4,500,000  since  1889  -  90,  and  as  net 
earnings  remained  nearly  the  same  the  inference  is  that 
during  the  last  two  years  vast  sums  were  spent  upon  im- 
provements and  paid  out  of  earnings.  Below  are  the  custo- 
mary tables: — 

Traffic  Statistics^  Illinois  Central  RB, 


Average 

Passenger  Traffic. 

Freight  Traffic. 

Million 

Rate, 

Mevenue, 

Million 

Ratey 

Revenue, 

Tear. 

mileage 

passengers 

ions 

operated. 

carried 

carried 

one  mile. 

Cents. 

% 

one  mile. 

Cents. 

$ 

1877 

1.108 

4Q  0 

3  11 

1,037,591 

249.3 

1.82 

3,032.337 

1878 

1,256 

43-3 

3.17 

963.722 

306. 3 

1.64 

3.174,160 

1879 

1,256 

44-6 

3  17 

947,603 

335  5 

1  52 

3,262.526 

1880 

1.320 

633 

2.51 

1,088,674 

381-3 

1.54 

3,671,373 

1881 

1,320 

82  0 

2.16 

1,208,786 

3860 

1.52 

3,718,468 

1882 

1,320 

853 

239 

1,330,093 

417  8 

1.42 

3.713,184 

1883 

1,928 

113  3 

2.42 

1,357,407 

604  6 

1.44 

3,463,648 

1884 

2,000 

123  6 

2.23 



677  5 

1  37 

' 

1885 

2066 

129  0 

2  21 

623-4 

1.31 

— — 

1886 

2,089 

114  6 

2  21 



12f)  0 

1.18 

. 

1887 

2,255 

122-8 

2.26 



8310 

1.09 



1«88 

1,953 

134-5 

1.75 

964  0 

0  95 



1889 

2.275 

76  3 

1.67 



474-8 

1.03 



1890 

2.275 

158-2 

2  08 

2.757,624 

1,189-3 

0.95 

10,004,754 

1891 

2,875 

183  9 

2.07 

3.812,339 

1,302  0 

0.934 

12,160,^00 

1892 

2,883 

208  8 

2.10 

4,338,369 

1,411-4 

0.908 

12,809,972 

Note:  Prior  to  1891  earnings  on  Iowa  lines  are  not  included  in  these 
statistics.  Years  end :  until  1888.  inclusive,  Dec.  31 ;  since  then  June  30.  The 
1889  figures  are  for  six  months  only. 
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Table  showing  Mileage, Capital,  Fixed  Charges,  Earnings,  Bevvnue 
and  Dividends  for  Twelve  Years. 


i       M,l«,g, 

Skar, 
capital. 

(ml). 

«X 

..^t. 

iv«ilaU> 

Paida, 

and. 

dlud«id 
p-c. 

Tht  .Kiuo 

^d  <■.»> 

mtUioy,  of  doUan. 

m 

,, 

IBBB'    iflBB 

290 

46  97 

:-oi 

1253 

541 

;-6a 

vm 

7 

fS9[      ^5 

4)-0 

65-38 

-4a 

6-43 

2'40 

i'ffi 

V-411 

3 

1892|     jm 

*50 

63-21 

06 

19-29 

5-22 

820 

li-ffl 

5 

D  EXPENSES. 


Passenger 

Freight , 

Kail,  express  and  a 

Total   .  .  . 


2.09^18.     l,90tf,615j 
19;ai.760    17,881^1 


I8S9-90. 
S 

3.287,292 
11,335,365 

1,829,965 

18,452,022 


8,024,5801    7355.142     6,.t76382 


INCOME  ACCODNT 


lejpte  from  interest,  e 


UleteLlaneo 
TMal 


UlscellsneouB 
Total 


30.018 
6,059,806 


145<I025  1462,425 

11(18  845  1247U10 

7,64nl  828  lb9 

2,aj0000  2250000 


1,106955 
415,629 
2,400.000 
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AtM»-KOTth.r»  Una 

» 

s 

Road  and  equipment,  Illinois  Central  BR . 

40512,061  90 

Chic.  ^ScringfleldRB 

l.«>2,197  84 

Rank  *S  uthw.RR. 

1,433,999  25 

Soutli  Chieago  KR. 
Cliic.  HsF.  A^est.  RR 

234,434.58 

1,828,384.7a 

Hsntonl  Bit.      ... 

574,123,31 

Chic.  Mad.  i  North.  RR 

9,950,151.28 

56,136,352.88 

34,603238  38 

C,  Ab«.  SNashv.RR 

1.902,877.21 

Yazoo  KtMl3.Val.KE 

2,318.760.21 

38*24376.78 

Materials  and  supplies 

1,227,751,28 

"  7,67(i.022','B  ■ 

Bonds  owned 

5,848.600.00 

Net  assets 

3,895.^7  65 

17,313,979.18 

Assets  in  surplus  dividend  fund 

225333  83 

Assets  in  insurance  fund. 

89.594  72 

324.928^ 

Assets  in  Cairo  Bridge  contingent  fund  .   , 

LiabBiiics.— 
Capita,!  stock  of  I.  C.  RR,  Co 

-_ 

100,952.67 

113,928341.34 

FuSdeddebt      .        .       „       . 

6  p.c   Sterling  bonds  of  1895.  £500,000  .  . 

2,500,000.00 

l.U'l.DOU.O) 

5  PC  Sinking  fund  !>onds  of  1903,  £730.000 

H.fi-ooim.oo 

5  p.c  Stcrlinc  bonds  of  1905.  £200.000  -  . 

IJUXUWU  ft) 

5  p  c.  Middle  division  bonds  of  1921  .      ■ 

B6K.UC.I0  m 

4  p.o  First  morlgaite  cold  bonds  of  1951. 
4po  Gold  bonds  jf  \m 

LSl-XLClH)  00 

i,'i,ooo,iX».rio 

4  p,c  Cairo  Bridge  b»nas  of  195a  ...  . 

3,00,000.00 

3Ji  p.c.  First  mortgage  gold  bonds  of  1B51 

2,499.01X1  00 

3H  p.c  Sterling  bonds  of  1950,  £1,053,200 

5,286.000,00 

36,983,001  00 

Past  due  bond 

1,000.00 

36.98tOOO.00 
10,OOOflOO.OO 

Leased  line  slock  of  Illinois  Central  BR.  Co 



Funded  ilebt  of  Chicago,  St,  Louis  &  New  Or 

leans  RR.  Co.- 

7pc.  bonds  of  1897 

1.367,000.00 

6p.c.  bonds  of  191*7 

80000.00 

5pc.  goldbondsoflSSl     ...       818,547.<:00 .  01 

Less  owned  by  lllinoisCentral  BB. 

Company  and  pledged  to  secure 
£,1,0,51  aw.  .S.Jf  p.c.  sterl.  bonds 

of  1950.  shown  above  .  .   -   .        5,266,000,01 

11,281,000  00 

4  p.c  gold  bondsot  1951.  MemphU'drtrsion  .  . 

3.500,000.00 

5  P.O.  gold   Bridge    l.onds   of  1950,    13,000,000 

pledged   to   secure   S3.0CO,000  4  p.  o.   Calr 
Bridge  bonds  of  195U,  shown  above  ,  .  . 

i6,aaooo  00 

6,000  00 

16,S4.000  00 

Profit  and  loss  ..'.'.'.'.'.'.'.  W  W  \  ^ 

4,159,990  12 

Set   apart,    to   provide    tor  dividend  pajabi 

September  1.  1892 

Surplus  dividend  fund 

225,333  83 

Insurance  fund 



99,594  72 
100,^2.67 

■ 

113,928341.34 

Bonds  owned  chiefly  consist  of  11,907,000  Dub 
Stocks  owned  include  37,971,800  Sub.&Sloui 
Dubuque  Bridge  Co. 


10  Dunieitb  and 
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The  share  capital  amounts  to  $45,000,000,  to  which  must 
be  added  $10,000,000  leased  line  stock;  a  further  issue  of 
$5,000,000  was  authorised  in  October,  1892,  to  provide  for 
a  new  station  in  Chicago  ($1,000,000),  for  elevated  tracks 
in  that  city  ($1,000,000),  for  additional  equipment  in  con- 
nection with  the  World's  Fair  ($2,100,000),  and  for  block 
signals  ($900,000).  The  bonded  debt  of  the  Illinois  Central 
proper  amounts  to  $36,984,000,  that  of  the  Ch.,  St.  L. 
and  New  Orleans  to  $16,234,000,  as  specified  in  the  above 
balance  sheet. 

With  the  exception  of  the  Dubuque  and  Sioux  City,  which 
leases  the  Cedar  Falls  and  Minnesota  RR.,  there  are  no 
leased  lines.  The  latter  roads  brought  a  suit  against  the 
111.  Central  to  annul  the  lease,  but  the  decision  of  the  U.  S. 
Circuit  Court  was  in  favour  of  the  I.  C. ;  the  case  is  now 
before  the  Supreme  Court.  The  Illinois  Central  owns 
all  bonds  and  stock  except  $113,000  of  the  Dubuque 
and  Sioux  City  RR.  The  subjoined  statement  relates  to 
these  two  roads. 


Mileage  operated 

Gross  earnings 

Operating  expenses  and  taxes 

Net  earnings • 

other  income 

Total 

D'ducL — 
Rent  of  C  F.  &  M.  RR.,  paid  into  Court  . 

Interest  on  bonds 

Interest  on  notes 

Sinking  fund 

Ch.   &   Dak.   and   C.   R.   &  Ch.  bond  int. 

prior  to  July  1,  1890 

Div.  on  Dub.  &  S.  City,  1  p.c 

Total 

Balance 


1891-92. 

600 

$ 
2,657,827 
1,881,414 


776,413 
2,113 


778,526 

113,370 
603,335 

9,210 

56,951 
95,660 


778,526 


1890-91. 

600 

S 
2,558,221 
1,729,052 


829,169 
891 


830,060 

113,370 

471,935 

16,000 

9,210 

139.549 
79,996 


830,060 


1889-90. 

600 

$ 
2,004,016 
6,603,290 


400,726 
398 


401,124 

113,370 

460,760 

14,568 

9,210 


597,908 
def.196,784 


CHAPTER  LTI. 

THE   LOUISVILLE   AND   NASHVILLE    SYSTEM. 

Like  most  other  great  railroad  systems,  the  Louisville  and 
Nashville  succeeded  in  raising  itself  from  a  very  modest  place 
amongst  its  fellows  to  the  rank  of  one  of  the  leading  rail- 
roads of  the  United  States  by  means  of  gradual  absorption 
of  other  lines  and  extension;  like  most  other  vast  systems 
it  owes  the  major  part  of  its  misfortunes  to  its  indomitable 
desire  for  greatness.  As  it  was,  surrounding  conditions  were 
calculated  to  render  eventful  the  career  even  of  the  modest 
Louisville  and  Nashville  as  we  knew  it  about  1870;  with 
the  inevitable  results  of  rapid  extension  superadded  to  other 
influences  it  was  natural  that  the  L.  and  N.  had  as  great  a 
number  of  ups  and  downs  as  any  American  system,  though 
fortunately  it  never  knew  the  deep  distress  that  befel  other 
roads  pursuing  a  similar  policy. 

The  company  obtained  its  charter  in  1850,  and  completed 
its  main  line  from  Louisville,  the  'tobacco  capital'  of 
Kentucky,  to  Nashville,  in  the  mining  region  of  Tennessee, 
in  1859.  To  this  road,  which  was  185  miles  long,  it  added 
a  branch  to  Bardstown  (17  miles)  and  one  of  37  miles 
connecting  with  Lebanon,  ^  as  well  as  a  line  to  Memphis, 
Tenn.,  46  miles  in  extent,  and  thus  in  1860  the  company 
operated  285  miles  of  road.  For  several  years  the  war  pre- 
vented extension,  but  the  depression  attending  the  desperate 
struggle   between   North   and   South  apparently  did  not  in- 

1    This  road  was  gradually  extended  to  Jellic   ;  see  Map  5 
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terfere  with  the  prosperity  of  the  company,  which  declared 
its  first  cash  dividend  (4  p.c.)  in  1863  and  continued  to  pay 
heavy  returns  until  1873.  At  first  the  management  hesitated 
to  expand  the  system;  it  was  doing  well,  shareholders 
could  gain  Uttle  by  the  acquisition  of  other  lines,  and  hence 
the  system  remained  small  but  prosperous  until  1870;  in  that 
year,  however,  the  directors  caught  the  extension  fever, 
as  a  result  whereof  600  miles  of  new  roads  were  constructed 
before  the  year  1872  had  passed  away.  In  1873  the  crisis 
following  the  failure  of  J.  Cooke  &  Co.  broke  out,  and  the 
general  depression  consequent  upon  this  event  caused  such 
a  decrease  in.  business  and  revenue  that  the  company  not 
only  had  to  suspend  its  dividends,  but  had  to  do  all  it  could 
to  resist  the  strain  placed  upon  its  finances,  so  that  ex- 
tension had  to  be  discontinued  for  the  time  being.  However, 
general  prosperity  soon  eUminated  all  results  of  a  national 
calamity,  and  in  1877  the  L.  and  N.  resumed  cash  divi- 
dends on  a  very  modest  scale;  by  1880  it  had  regained  its 
old  vigour  and  was  once  more  in  a  position  to  pay  its 
shareholders  8  p.c:,  and  the  management  took  such  roseate 
views  of  the  future  that  it  declared  a  scrip  dividend  of  100 
per  cent.,  a  step  which  raised  the  share  capital  from  nine 
to  eighteen  million  dollars;  in  addition  the  board  resumed 
the  policy  of  extension  with  a  degree  of  zeal  exceeding  their 
discretion.  The  effects  of  this  bid  for  greatness  were  deplorable. 
In  1881  the  dividend  was  still  excellent,  amounting  to 
6  p.C;  or  12  p.c.  on  the  old  stock;  in  1882  it  was 
reduced  to  3;  in  1883  it  ceased  altogether,  and  no  cash 
distribution  could  be  made  until  1890,  although  stock  divi- 
dends were  declared  in  1888  and  1889. 

The  cause  of  this  change  for  the  worse  was  twofold: 
in  the  first  place  the  new  parts  of  the  system  were 
operated  at  a  loss;  in  the  second  place  there  were 
unfavourable  extraneous  circumstances.  Most  of  the  new 
Unes  were  bought  one  after  the  other;  they  had  belonged 
to    numerous   small   corporations   which   succumbed   under 
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the  strain  of  critical  times,  and  were  sold  in  foreclosure^ 
Nearly  all  these  properties  were  bought  at  a  reasonable  price, 
but  most  if  not  all  of  them  were  in  very  bad  condition,  and 
consequently  the  L.  and  N.  had  to  spend  vast  sums  upon 
improvements.  In  1881  the  credit  of  the  company  reached 
its  zenith,  for  it  had  just  then  paid  what  practically  was  a 
12  p.c.  dividend,  and  therefore  found  no  difficulty  in  borrow- 
ing money  to  pay  for  improvements.  But  by  1882  the  money 
market  had  got  into  a  bad  state,  and  as  a  result  of  a 
reduction  of  its  dividend  the  company's  credit  dechned ;  and 
owing  to  these  two  circumstances  the  large  floating  debt 
which  the  L.  and  N.  carried  became  unwieldy.  Relief 
was,  however,  afforded  by  the  issue  of  6  p.c.  collateral 
trust  bonds  to  the  amount  of  $10,000,000,  which  had  to  be 
disposed  of  at  a  low  price, ^  and  by  thesaleof  shares;  but  in 
1884  renewed  difficulties  broke  out.  That  year  saw  the 
failure  of  President  Baldwin,  who  ruined  himself  by  stock 
exchange  speculations,  and  this  event  not  only  inflicted  a 
small  pecuniary  loss  upon  the  company  but  shook  confidence 
in  its  position  to  such  an  extent  that  a  new  floating  debt, 
again  resulting  from  extension,  became  very  burdensome. 
This  debt  required  heavy  disbursements  for  interest,  and  in 
addition  considerable  expenditure  was  needed  for  betterments ; 
consequently  the  company  was  once  more  in  a  somewhat 
unsatisfactory  condition  in  spite  of  there  being  a  large 
surplus  over  and  above  fixed  charges.  The  shareholders, 
however,  were .  convinced  of  its  intrinsic  soundness  and 
had  absolute  faith  in  its  future;  hence  they  decided  to 
come  to  the  rescue.  They  held  a  general  meeting,  consented 
to  funding  of  the  floating  debt,  and  in  addition  passed  a 
resolution  to  the  effect  that  the  considerable  surpluses,  in 
existence  and  prospective,  should  not  be  distributed  as 
dividends  but  applied  to  improvement  of  the  property  until 
1887.  These  measures  brought  great  relief,  and  went  a 
long   way   towards   restoring   the   Une   to   its  former  posi- 

1  These  bonds  were  redeemed  in  1889;  see  below. 
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tion;  yet  they  fell  somewhat  short  of  anticipations,  and  as 
the  shareholders  recognised  this  when  1887  came,  they 
made  another  step  in  the  right  direction  and  sacrificed  their 
cash  dividends  for  three  more  years — untU  1890 — accept- 
ing, however,  distributions  in  scripinsteadof  the  cash,  which 
was  put  into  the  property;  in  addition  the  whole  issue  of 
$10,000,000  6  p.c.  collateral  trust  bonds  of  1882  (see  above) 
were  redeemed  out  of  the  proceeds  from  the  sale  of  $13,000,000 
in  ordinary  shares,  a  measure  which  reduced  fixed  charges  and 
estabUshed  the  company  upon  a  very  sound  basis.  A  cash 
dividend  of  5  p.c.  became  possible  in  1891,  and  4i  p.c. 
was  paid  in  1892,  though  the  last  fiscal  year,  as  will  be 
seen  below,  was  not  a  very  good  one  owing  to  the  unsatis- 
factory condition  of  business  in  the  South. 

During  the  course  of  events  outlined  above  constant 
additions  were  made  to  the  system,  mostly  since  1879,  and 
at  a  pace  harmonising  with  surrounding  conditions;  even 
during  the  fiscal  year  just  closed  over  600  miles  were  added 
to  the  company's  mileage.  The  Louisville  and  Nashville 
now  has  a  direct  interest  in  4,732  miles  of  railroad,  of  which 
2,858  miles  are  directly  operated  on  its  own  account.  The 
company  divides  its  lines  into  eight  classes,  enumerated 
below  in  a  detailed  statement  taken  from  the  report  for 
1891-92,  published  in  October,  1892. 


I. — Owned  absolutely  or  through  the  ownership  of  the  entire 

capital  stock: 
Main  stem— Louisville  to  Nashville 

Birmingham  Mineral  Railroad- 
North  branch— Magell a  to  Brick-yard,  Y.    .      8  02 

Alice  branch '89 

Fossil  branch '63 


South  branch— Graces  to  Bessemer 
Muscoda  branch— Sloss  to  Muscoda. 


11  57 
1-20 


Blue  Creek  exten.— Blue  Creek  June,  to  Blocton  June 
Dudley  branch— Yolande  to  Brookwood   . 
Pioneer  branch — Chamblee  to  Goethite  . 
Huntsville  branch — Bessemer  to  Oneonta 
GurleyCreek— Village  Springs  to  Comptons 

Limestone  Spur 

Self  Creek-Palmers  to  Comptons  .'    •     . 
Brown  Ore— Spur-Oneonta  to  Champion . 
Gate  City  branch— Boyles  to  Trussville. 
Red  Gap  branch — Gate  City  to  Graces  . 
Helena  &  Blocton— Helena  (Tacoa)  to  Piney  Woods 
{Continued  nexi  page.) 


Length  in  Milen. 
185-23 


9-54 


12-77 

27  08 

901 

3-65 

49-30 

4  05 

1-18 

4  30 

3  50 

17-14 

10-28 

10  04 


161-84 
47* 
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Alabama  Mineral  Railroad— Attalla  to  Shelby .    . 

Shelby  to  Galera.    .     . 
Shelby  to  Columbiana. 

Mobile  &  Montgomery  R'y— Montgomery  to  Mobile 
New  Orleans  &  Mobile  BK.— Mobile  to  New  Orleans 
Pontchartrain  RB.— Pontchartrain  June,  to  Milneburg 
Bardstown  branch— Bardstown  Junction  to  Bardstown 
Springfield  branch— Bardstown  to  Springfield.     . 
Knoxville  branch— Lebanon  Junction  to  Jellico  . 
Cumberland  Valley  branch— Corbin  to  Norton    . 
Memphis  line— Memphis  Junction  to  Memphis.     . 
Owensboro  &  Nashville  Railway— 

Owensboro  to  Adairville 

Mud  River  branch— Penrod  to  Mud  River  mines  . 

Clarksville  &  Princeton  br.— Princeton  June  to  Gracey 
Clarksville  Mineral  branch— Hematite  to  Marion  . 
Henderson  division— Edgefield  Junction  to  Henderson 
Madisonville  branch— Madisonville  to  Providence  . 

St.  Louis  division— Evansville  to  East  St.  Louis. 

Shawneetown  branch— McLeansboro 

Junction  to  Shawneetown.  .     . 
O'Fallon  branch— O'Fallon  Junction 
to  O'Fallon 


Pensacola  &  Selma  div.- 


-(Julf  Junction  to  Pineapple 
Escambia  Junction  to  Repton 


Pensacola  division— Flomaton  to  Pensacola. 

Pensacola  &  Atlantic  RR.— Pensacola  to  River  Junet 

Cincinnati  division— Louisville  to  Newport. 

Lexington  branch— La  Grange  to  Lexington 

Lou.  Harrod's  Cr*!!  &  West.  RR.— Louisville  to  Prospect 

Kentucky  Central  Railway    .    .     . 

Covington  to  Livingston  .... 

Maysville  to  Paris 

Paris  Junction  to  Lexington.     .     . 
Estill  Junction  to  Rowland.     .     . 


II. — Lines   over   tohich   this   company  runs' its  trains,    ihe 

earning  sof  which  accrue  to  this  company. 
Birmingham  Mineral  RR.—Blocton  to  Blocton  Junction 

Piney  Woods  to  Blocton   . 

III. — Operated  under  lease,  earnings  in  excess  of  fixed  charges 

accruing  fo  this  company. 
Nashville  &  Decatur  Railroad— Nashville  to  Decatur  . 
Shelby  Railroad— Anchorage  to  Shelbyville   .... 
Railway  transfer-East  Louisville  to  South  Louisville 

IV. — Operated  for  account  of  ihe  South  and  North  Alabama 

Itailroad  Comp'iny. 
So.  &  No.  Alabama  RR.— New  Decatur  to  Montgomery. 
Weturapka  branch— Elmore  to  Wetumpka   .... 

Total  Louisville  &  Nashville  system     .     .     . 

(Continued  next  page.) 


Length 
107-75 
11-34 

5-82 


84  00 
4-49 

134-71 
16-20 

162  00 

40  14 

600 


35-61 
29  36 


149  88 
49-46 
17-94 
30.43 


7-91 
14-41 


119  24 

19-10 

4- 13 


182-37 
6-30 


in  Miles. 


124-91 

178-49 

140  38 

5  18 

17  37 

2007 

171-17 

116  38 

259- 13 


88-49 
32  00 
14-10 


150  91 


208-14 


64-97 
44  54 
160-28 
108  65 
67  01 
11-16 


247-71 


22-32 


142-47 


188  67 


2,931-57 
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V. — Operated  under  lease  for  account  of  the  various  com- 
panies. 

Southern  division,  Cumberland  &  Ohio  Railroad— Cum- 
berland &  Ohio  Junction  to  Greensburg 

Northern  division,  Cumberland  &  Ohio  Railroad— Shel- 
byville  to  Bloomfield 

Glasgow  Railroad— Glasgow.  Junction  to  Glasgow.  . 

Elkton  &  Guthrie  Railroad- Elkton  Junction  to  Elkton 

Mammoth  Cave  RR.— Glasgow  June,  to  Mammoth  Cave 

VI. — Lines  in  which   this   company  in  interested  as  owner 
of    a  majority  of  the  capital  stock  in  the  company  that 
operaiis  the  road. 
Nashville,  Chattanooga  &  St.  Louis  Railway  .     .     . 
Nashville,  Florence  &  Sheflfteld  Railway- 
Columbia  to  Sheffield 82  13 

West  Point  branch— Iron  City  to  Pinkney  .    11*78 
Napier  branch— Summertown  to  Napier  .     .    10  92 

Henderson  Bridge  and  connecting  track 

VII. — Lines  in  which  this  company  is  interested  as  joint 
lessee  with  the  Central  Railroad  Co.  of  Georgia. 

Georgia  Railroad  and  dependences 

VIII.— itM««  owned,  1)ui  not  operated  6^  this  company. 
Cecelia  branch,  Louisville  to  Cecelia  Junction  (leased 

to  Ches.  Ohio  &  Southw.  Ry.  at  $60,000  per  annum)    . 
Clarksville  &  Princeton  br.,  from  Gracey  to  Princeton 

(leased  to  Ohio  Val.  RR.  Co.  at  $12,039.70  per  annum). 


Total  mileage. 


Length  in  Miles. 


30-90 


26-72 

10-50 

10  92 

8  38 


810  00 


87-42 


104-83 
1008 

924-89 
721-00 

46-00 

20-70 

66-70 

4,731  58 


(All  subjoined  statements  for    1891-92  relate  to  the  L.  &  N.  system  proper, 
embracing  2,857-91  miles  of  road.) 


This  complex  system,  the  geographical  situation  of  which 
will  be  elucidated  by  a  reference  to  Map  5,  centres  in  Nashville 
and  the  mining  districts  of  Kentucky  and  Tennessee,  whence 
lines  reach  out  to  St.  Louis,  Memphis,  New  Orleans,  Pen- 
sacola,  River  Junction,  Atlanta,  Norton,  Cincinnati,  Louis- 
ville, etc.  The  system  therefore  taps  the  mineral  districts  of 
Kentucky  and  Tennessee  and  the  coal  and  iron  region  around 
Birmingham,  and  traverses  the  cotton  belt,  forming 
direct  and  short  communication  over  its  own  lines  from 
Cincinnati,  Louisville,  Nashville  and  Birmingham  to  New 
Orleans,  from  St.  Louis  to  Louisville,  Cincinnati,  Nash- 
ville and  Atlanta,  and  from  Memphis  to  Louisville  and 
Cincinnati.  Since  June,  1891,  the  road  connects  at  Norton 
with  the  Norfolk  and  Western,  in  conjunction  with  which  it 
forms  a  through  "line''  between  St.  Louis  and  Memphis  on 
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the  one  hand  and  the  seaboard  on  the  other,  and  as  a 
result  of  this  new  connection  its  shipments  of  cereals  and 
cotton  have  considerably  increased.  Needless  to  say  the 
company's  welfare  is  closely  interwoven  with  the  prosperity 
of  the  cotton  planters  and  with  the  state  of  the  Southern 
coal  and  iron  trades,  which  of  late  have  not  been  in  a 
satisfactory  condition. 

As  a  result  of  the  uninterrupted  growth  of  the  system  its 
capital  has  constantly  increased.  In  1877,  with  650  miles 
of  road  owned,  it  consisted  of  $9,000,000  shares  and 
$16,484,000  bonds;  in  1892,  with  2,578  miles  owned,  there 
are  $52,800,000  stock  and  $75,397,000  bonds  outstanding; 
the  company  holds,  however,  some  $21,000,000  in  shares 
and  bonds,  mostly  deposited  in  trust  to  secure  its  own  issues, 
and  this  sum  must  be  deducted  in  order  to  find  its  net 
capitalisation,  which  amounts  to  about  $55,400,000  bonds 
and  $51,500,000  shares,  a]  moderate  figure  not  much 
in  excess  of  $20,000  of  each  per  mile.  Subjoined  is  a 
statement  of  the  company's  share  capital,  of  the  dividends 
paid  thereon  since  its  foundation,  and  of  its  funded  debt 
and  the  interest  it  requires. 

Share  Capital : — 
Common  Stock,  (par  $100) $22,800,000 

Dividends  paid  by  the  L,  and  N,  RB.  since  its 

foundation. 


1863    4  p.  c. 

cash 

1872    7  p.c.   cash 

1880  100  p.c.  stock 

1889    5  p.c. 

stock 

1864    8    „ 

« 

1873    7    „ 

1881    6      „     cash 

1890  4-9  „ 

1) 

1865    8    „ 

n 

1874       none 

1882    3      „       „ 

M  « 

cash 

1866    8    „ 

n 

1875       none 

1883       none 

1891    5    „ 

» 

1867    8    „ 

n 

1876       none 

1884       none 

1892    A)i  , 

n 

1868    7    „ 

n 

1877    l^p.c.  cash 

1885       none 

1869    8    „ 

« 

1878    3    „ 

1886       none 

1870    7    „ 

» 

1879    4    „ 

1887       none 

1871    7    „ 

w 

1880    8    , 

1888    5  p.c.  stock 
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DifcriptioA  of  Bonis. 

Amount.    Jfolurity 

II 

^Z™" 

Amaunl  of 

Olty  of  Louisv,  Aeo.  Leb.br.eit. 

333.000'     1893 

2,850,000      1897 
7.070,CO0l    JSBS 
3.500,000     JBOl 

2.015.660     1B02 
801,000     1907 
892,000'     1D07 

T 

7 

7 

7 

6 
6 

e 

e 

5 
3 

4 

7 
5 

fe°o^^ 

Jan.,  July 
Apr.,  Oct. 
Jnne,  Dec. 

Fell..  Aug. 
Mar,,  Sep. 
Apr.,  Oat. 

Jnne,  Dec. 
Mar.,  8ep. 

FeV.ASg. 
Jm,Jiily. 

June,  Dec 
May.  Nov. 

199,500 
494904 
348,780 

121,540 
54,(!00 
62,440 

133.,'»0 
343X) 

2i<mo 

117.270 
300,000 
60,000 
682,880 

8S.200 

260,920 

2H,000 

10.950 

4,172,394 

LoDisT.  Cine  Si  Lex.  Ry.mort 

♦Memphl&OiiioRK'BtMLmort 
■Memph.,  Clarkav.  SLooisv.  RR. 

LoQiav.Clno.it  Let  R»,2ndint. 

Penaacoladlv,  latmort 

Boullieast&StL.  dly.  latrnt. 

P«D8iw.&  Atl.RR.lBtmort... 
■SewOrl  S Mobile  div.  Ist  mt. 

New  Or!.&Koblledly.2ndmt. 
'cOeneral  mortgage  lionds 

Looiav.  Oinc.&Lex.R?.gea.mt 

•Firat  m?rt.  5^c-56^*  gold! '. '. '. 
SontliBasI.  &  St.L.dly.2ndnit 

Maysv.  &  Lex.  RR.  North,  dlv. 

ssaodo 

3,500,000 
1.970,000 

bfuom 

3,000.000 
10.571.000 
6,523,000 

400.000 

218,000 

75.397,860 

1920 
1921 
921 

930 
931 

S 
K 

1987 
1906. 
1895. 

M8r^»"y°iL^'RR."Soutii:d"iV 

'  =  Quoted  In  London. 

a  81.000  of  these  bonds  drawn  (or  sinking  fot^  due  March  I,  1891,  but  no 
preaented  for  redemption.  Interest  ceased  on  September  1,  1891.  Also  840.000  of 
these  bonds  drawn  for  sinking  fund  due  March  1,  1B92-  Interest  ceased  Sep- 
tember 1,  1892. 

6  Sl.OOO  of  theae  bonda  drawn  for  sinking  fund  due  Dec.  1,  1891,  but  not 
presented  for  redemption.  Interest  ceased  on  Dec.  1,  1891. 

e  t77.O0O  of  these  bonda  drawn  for  sinking  land  due  June  1,  1892,  but  not 
presented  for  redemption.  Interest  ceased  on  June  I,  1892. 

Note.—  The  report  for  1891-92  estimates  the  interest  charges  tor  1892-93  at 
34,836,438,  this  sum  Including  guarantees  of  otbur  bonds  and  deductlois  made 
for  bonds  in  trust  and  sink-ftinds.  The  company  guarantees  bonds  of  otJier 
companies  ts  the  amount  of  $15,715,932  (Interest  S951,104). 

Speaking  broadly,  the  earning  capacity  of  the  Louisville  and 
Nashville  has  kept  pace  with  the  growth  of  its  mileage  and 
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capital ;  the  only  serious  decline  that  has  to  be  recorded 
occurred  during  thejyear  just  closed.  In  1891-92  there  was 
a  decrease  in  gross  earnings  per  mile  of  $911,  while  net 
revenue  per  mile  of  road  fell  $578,  and  thus  the  addition 
of  607  miles  effected  during  the  last  fiscal  year  has  materially 
reduced  the  pro  rata  earning  power  of  the  property.  The 
fact  should  not  be  lost  sight  of  that  part  of  this  decline  in 
earnings  per  mile  is  due  to  the  bad  condition  of  business  in 
the  South,  while  net  earnings  were  reduced  by  a  rise  in 
working  expenditure  caused  by  floods,  etc. ;  but  these  adverse 
circumstances  do  not  account  for  a  falling  off  for  the  year 
equal  to  nearly  20  p.c.  in  net  earnings  per  mile.  Apparently 
the  directors  are  aware  of  this  fact,  and  give  a  curious 
explanation.  They  quote  figures  to  prove  that  the  system  as 
it  existed  on  June  30th  earned  almost  as  much  in  1891-92 
as  in  the  preceding  year,  and  in  this  they  see  ground  for 
satisfaction — with  what  reason  it  is  impossible  to  discover.  It 
is  just  this  calculation  which  shows  of  howhttleusethenew 
mileage  is.  There  cannot  be  much  doubt  that  for  the  third 
time  in  its  history  the  L.  &  N.  has  indulged  in  extension  with 
more  energy  than  judgment,  although  the  position  of  the  com- 
pany, as  is  shown  by  subsequent  tables,  is  so  strong  that  this 
mistake  will  have  no  very  injurious  affects.  In  1891-92  the 
company  earned  a  fair  dividend  in  spite  of  the  bad  state  of  trade 
and  the  great  proportion  of  unremunerative  mileage;  it  is 
easy  to  infer  what  the  property  will  be  capable  of  in  good 
times  and  with  a  better  traffic  on  its  new  roads. 
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The   growth  of  revenue  and  traffic  is  shown  by  the  fol- 
lowing tables: — 

Revenue  Statistics,  Louisville  and  }fashvHle  System. 
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The   subjoined  tables    give    full    details   of  equipment, 
eaiTiings,  expenses,  income  and  expenditure  for  the  last  five 
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Mileage  operated*.... 
Equipment — 

Locomotives 

Passenger  cars 

Freight  cars 

Roadway  equipment. 


ROAD  AND  EQUIPMENT. 


1891—92. 

2.858 

532 

422 

18,131 


1890-91 
2,250 

540 

416 

17,047 

415 


1889-90 
2,198 

480 

345 

15,780 

373 


1888-89 
2,161 

449 

345 

14,067 

270 


1887-88 
2,027 

413 

229 

11,546 

184 


EARNINGS  AND  EXPENSES. 


Earnings  from — 

Freight 

Passengers 

Mails 

Express 

Miscellaneous 

Total  gross  earnings.  . 
Opera  ifig  expenses — 

Transportation 

Motive  power 

Maintenance  of  cars  .  .  . 

„  «  way,  etc.. 

General 

Oper.  expenses  (excl.  tax). 

Net  earnings 

P.c.  of  expenses  to  earnings 


1892-92 

$ 

14,604,269 

5,137,017 

507,136 

455,627 

531,681 


21,236,712 

5,176,354 
i*,195,008 
1.505,317 
2.404,670 
1.510,731 . 


13,792,122 
7,443,600 
64-95 


1890-91. 

$ 

13,113,965 

4,800,688 

431,026 

427.425 

447,625 


19,220,729 

4,752,901 
2,738.354 
1,267,128 
2,097,670 
1,202,391 


12,051.434 
7,152,285 
62-74 


1889-90.    1888-89. 


2,845,951 

4,704,769 

422,770 

406,294 

466,228 


18,846,004 

4,458786 
2,633,130 
1,196,718 
2.040,334 
1,090,123 


11,419,092 
7,426,912 
60  59 


11,325,235 

4,036,362 

419,050 

368,139 

450,610 


16,599.396 

4,164,505 
2,218,266 
1,023,853 
1,868.386 
1,058.076 


10.326.085 
6,273,311 
62-21 


1887-88. 

$ 

11,081,650 

4,224,413 

357,193 

350,811 

346,174 


16,260,241 


10,267,535 

6,092,706 

62-76 


INCOME  ACCOUNT. 


Receipts — 

Net  earnings 

Income  from  investments. 
Georgia  RR.  profit .... 

Total  income 

Disbursements — 

Taxes 

Rentals 

Interest  on  debt,  etc..   .  . 
Georga  RR.  deficit  .... 

Deficit  other  RR 

Dividends 

Total  disbursements.  . 
Balance 


1891-92. 

$ 
7,443,600 
533,293 


7,976,893 

513,185 

4.860878 

124.695 

128.001 

2,376,000 


1890-91.    1889-90.'  1888-89. 


7,162,285;    7.426,912;    6,273,311 

657.2171       638,686       677,109 

60,658'  ' 


8.002.759 


7,880,160 

410,810 
4,207,629 

205,501 
2,400,000 

7,223,933 


8,065,598 

397,721 
4,524,694 
90.339 


401,112 
S  15,000 
<  4,590,493 
23,376 


1887—88. 

S 
6.092,706 1 
528,828; 


6,950,420     6,621,534 


186,203!       199,425 
2,405,367;    1,594,800 


def.  25.866  sur.656,227 


7,604,323     6,824,206 


375,557 

15,000; 

4,370.803 

3,453 

238,943 

1,518,000 


6,530,765 


sur.461,275  sur.126,214  sur  90,769 


It  will  be  seen  that  the  year  just  closed  left  a  balance  of 
$2,350,134:  over  and  above  all  fixed  charges,  and  out  of 
this  sum  a  4}<2  p.c.  dividend  was  paid;  the  latter  required 
$2,376,000,  and  it  was  therefore  necessary  to  take  $25,866 
from  previous  surpluses.  As  we  have  previously  remarked,  this 
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was  the  fiscal  result  of  a  bad  year,  when  the  company  had 
just  increased  its  capital  and  was  saddled  with  new  and 
unremuQcrative  mileage,  and  it  is  therefore  superfluous  to 
state  (hat  the  position  of  the  Louisville  and  Nashville  is 
eminently  satisfactory.  The  company  is  in  a  prosperous  and 
sound  condition  which  will  continue  to  improve  as  time  goes  on. 
Subjoined  comparative  balance  sheets  further  illustrate  its 
strength.  The  most  noteworthy  fact  in  connection  witli 
the  statement  of  assets  and  liabihties  for  1891-1892  is  the 
reduction  of  the  company's  floating  debt,  connected  with 
the  issue  of  new  capital.  Its  current  assets  now  exceed  its 
current  liabilities  by  more  than  four  million  dollars,  whereas 
a  year  ago  the  difference  amounted  to  but  one  million. 


. .,,0  with  rocard 

..   _.   _.  ..   „         .       .  — theNasUvUle,  ChftUBnooga  and  Sl- 

a   RR.  and  the  Georgia  BE,  The  Saslnmi,  Vhattanaiga  and  Bt.  Louis,  which  on 
5  is  treated  as  part  and  parcel  of.  the  L.  and  S.,  operates  810  mUes  of  rood 
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running  from  Hickman  on  the  Mississippi  to  Atlanta,  via  Nashville  and  Chat- 
tanooga, with  several  branches  extending  into  the  mining  district  of  Tennessee. 
The  capital  of  the  company  consists  of  $10,000,000  common  stock  and  $14,130,000 
bonds.  Of  the  stock  the  L.  and  N.  owns  $5,077,500  and  the  interest  on  these 
shares  received  ,by  the  L.andN.  figures  among  its  revenue  from  investments. 
I  avail  myself  of  the  kind  permission  of  the  proprietors  of  the  Chronicle  to 
quote  the  following  from  their  Investor's  Supplement:— 


INCOME  ACCOUNT 


Mileage,  end  of  year 


Gross  earnings 

Net  income 

Interest  on  debt  and  taxes 

Rental,  W.  &  A.  RR 

Dividends,  p.  c 

Improvements  . 


Total  disbursements. 
Balance,  surplus      


1891-92. 
810 

$ 

5,353,288 

2,060,893 

950,515 

•  420,012 

(5)  500,000 

118,111 


1,98S,639 
72,2-^3 


1890-91. 

652 

$ 

o,t74o,oU4 

1,657,063 
914.799 

(5)  333,427 
142,617 


1,390,843 
266,220 


1889-90. 

652 

$ 

3.550,460 

1,430,414 

873,388 

(5)  33^427 
85,881 


1,292,696 
137,118 


1888-^89. 
652 

$ 
3.300,165 
1,348721 
869,696 

(5)  333.426 
60,903 


1,264.025 
84,696 


The  Central  Georgia  RR.,  which  figures  on  Map  5  as  part  of  the  Richmond 
Terminal  system,  runs  from  Atlanta  to  Augusta  with  a  branch  to  Macon,  and 
since  1881  has  been  leased  to  Mr.  W.  M.  Wadley  in  the  interest  of  the  Central  RR. 
and  Banking  Co.  of  Georgia  and  the  Louisville  and  Nashville,  each  of  which 
pays  an  annual  rental  of  $300,000.  The  company  has  a  very  small  capital,  only 
$4,200,000  shares  and  $2,500,000  bonds  being  issued,  and  has  an  interest  in  a  bank. 
The  dividends  paid  since  1880  range  between  9>^  and  11  p.  c.  In  1890-91  the 
L.  and  N.  made  a  small  profit  over  the  lease,  but  the  operation  of  this  pro- 
perty usually  results  in  loss;  in  1891-92  the  deficiency  was  abnormally  high, 
viz,  $124,695. 


CHAPTER  LTII. 

THE  NORFOLK  AND  WESTERN. 

In  1851  the  Norfolk  and  Petersburg  Railroad  Company 
obtained  a  charter  for  the  construction  of  a  railway  which 
was  to  connect  Norfolk,  Va.,  with  Petersburg,  some  20  miles 
South  of  Richmond,  Va.  This  line  was  amalgamated  with 
the  South  Side  RR. — chartered  in  1846  and  completed 
in  1854 — and  with  the  Virginia  and  Tennessee,  opened  in 
1857.  All  these  roads  were  controlled  by  the  State  of 
Virginia,  which  owned  a  considerable  proportion  of  their 
bonds  and  shares,  but  after  a  while  they  were  consohdated 
into  the  Atlantic,  Mississippi  and  Ohio  RR.  This  corporation 
defaulted  on  its  interest  in  1875,  with  the  result  that  it  was 
placed  in  the  hands  of  a  receiver  and  sold  in  1880  to  Mr. 
C.  H.  Clark.  In  May,  1881,  that  gentleman  organised  the 
Norfolk  and  Western  Railroad,  to  which  his  property  was 
transferred,  the  company  starting  with  a  capital  of  $18,000,000 
in  shares  and  $11,000,000  in  bonds,  the  majority  of  which 
were  held  by  its  founder.  Since  1881  the  system  has  been 
considerably  extended,  especially  in  the  last  three  years, 
during  which  time  it  was  elevated  from  the  position  of  a 
local  line  to  that  of  one  of  the  most  important  and  flourish- 
ing raih-oads  of  the  South. 

The  N.  and  W.  system  consists  of  the  following  lines, 
all  of  which  are  shown  on  Map  5 : — 
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Lines  owned  and  operated. 

Main  Line 

Norfolk  to  Bristol 408-30  miles. 

Branches 36-38  miles. 

Roanoke  to  Hagerstown  ....         •  23811     „ 

Branches 21-27      „ 

Cripple  Creek  Junction  to  Grossan    .     .  45*81      „ 

Branches  to  iron  mines.      .     .     .  21*98     „ 
Radford  to  Powhatan 83*01      „ 

Branches  to  coal  mines.     .     .     .  21*70      „ 
Grraham   to  Norton 100*40      „ 

Branches  to  coal  mines.     .     .     .     663      „ 
Kenova  to  Columbus .   136*80     „ 

1,012-43     „ 

Branches 107-96     „ 

Total  mileage  in  operation,  Jan.  1st,  1892.  1, 120*39     „ 

To  these  lines  must  be  added  the  following,  operated  under 
lease  since  March,  1892: — 

Lynchburg  and  Durham  Railroad: 
Lynchburg  to  Durham 115  miles. 

The  Roanoke  and  Southern  Railway: 

Roanoke  to  Winston-Salem 121*3     „ 

Total  operated,  August,  1892 1 ,456*69      „ 

The  Ohio  extension,  which  was  opened  for  traffic  in  October, 
1892,  and  the  Washington  extension,  which  is  rapidly  approaching 
completion,  will  have  an  approximate  length  of  250  miles,  increasing 
the  total  length  of  the  system  to  some  1,700  miles.  42  miles  are 
double-tracked,  and  there  are  332  miles  of  sidings. 

Norfolk  is  the  Easternmost,  and  at  the  same  time  the 
principal  terminus  of  the  system.  Situated  near  the  point 
where  the  James  River  and  the  waters  of  Chesapeake  Bay 
meet  the  Atlantic  Ocean,  and  connected  with  the  interior 
by  the  Norfolk  and  Western  RR.,  the  Atlantic  Coast  Line 
and  the  Seaboard  Air  Line  (see  Map  5)  this  town  has  in 
recent  years  grown  at  a  pace  commensurate  to  the  rapid 
development  of  the  mining  and  farming  regions  of  Virginia, 
Carolina  and  Tennessee,  and  consequently  has  overshadowed 
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Newport  News,  the  terminus  of  the  C.  &  0.,  situated 
opposite ;  moreover,  it  is  destined  to  grow  still  further,  for 
not  only  has  the  development  of  Virginia's  agricultural  and 
mining  resources  hardly  begun,  but  it  is  only  a  few  weeks 
since  the  completion  of  the  Ohio  extension  of  the  Norfolk 
and  Western  gave  Norfolk  a  very  direct  route  to  the 
West  and  notably  to  the  Southwest,  and  raised  it  to  the 
rank  of  a  '  seaboard  point/  The  town  has  regular  steamship 
communication  with  Northern  ports,  and  it  is  said  that 
negotiations  have  been  opened  with  a  London  steamship 
company  which,  if  successful,  will  provide  for  a  regular  Une 
of  steamers  to  Europe.  The  population,  which  of  late  has 
expanded  at  a  marvellous  rate,  now  numbers  30,000,  and 
is  so  thoroughly  aware  of  the  prospects  of  the  town  that 
there  are  not  less  than  65  companies  engaged  inimproving^ 
extending  and  booming  it. 

The  principal  freight  terminus  of  the  Norfolk  and  Western 
lies  a  little  beyond  Norfolk  itself,  in  Lambert's  Point,  where 
the  company  has  spacious  stores  for  coal  and  merchandise^ 
extensive  wharves  and  warehouses,  an  electric  light  plants 
etc.,  everything  almost  new  and  therefore  in  perfect  condition. 
The  ever-growing  traffic  requires  constant  additions  to  these 
terminal  facilities,  which  are  supplemented  by  those  to  be 
found  in  Norfolk  itself.  During  the  current  year  considerably 
upwards  of  100,000  loaded  cars,  the  equivalent,  say,  of  2% 
million  tons  of  freight,  will  be  carried  to  tidewater;  and 
when  the  Ohio  extension  is  in  full  operation  a  further  in- 
crease must  be  looked  for,  because  to  all  intents  and  purposes 
the  Norfolk  and  Western  is  a  trunk  line  from  the  moment 
the  first  through  train  runs  from  Columbus  to  Norfolk.  Nor- 
folk is  also  the  terminus  of  various  independent  railroads 
connecting  with  points  in  Carolina,  and  it  is  the  intention 
of  the  Norfolk  and  Western  to  build  a  belt  road  joining 
these  local  lines  with  its  own  terminus,  the  result  of  which 
will  undoubtedly  be  that  the  town's  importance  as  a  centre 
of  distribution  will  be  materially  increased. 
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From  Norfolk  to  Roanoke  a  single  line  of  rails  leads 
through  a  country  which  becomes  more  mountainous  as  we 
approach  the  Alleghanies.  One  sees  numerous  farms  and 
negro  cabins,  the  latter  consisting  mostly  of  wooden  shanties 
with  brick  chimneys  at  the  side.  The  country  has  by  no 
means  a  prosperous  appearance,  and,  indeed,  its  exploitation 
is  of  but  very  recent  date.  Yet  it  offers  great  advantages 
for  truck  farming,  the  crops  being  from  four  to  six  weeks 
earUer  than  further  North,  and  in  consequence  Virginia  vege- 
tables always  realise  excellent  prices  in  New  York,  Phila- 
delphia, and  the  other  great  markets  of  the  North.  This 
naturally  tends  to  encourage  the  rapid  development  of  the 
entire  district,  which,  by  the  way,  is  also  famous  for  its 
production  of  peanuts.  Some  200  miles  West  of  Virginia 
connection  is  made  with  the  Lynchburg  and  Durham  RR., 
which  since  April,  1892,  has  been  operated  under  lease  by 
the  Norfolk  and  Western.  This  Une  gives  access  to  a  region 
well  adapted  to  farming,  and  estabUshes  communication  with 
Wilmington,  Charleston,  and  other  Southern  ports  which 
are  large  consumers  of  coal,  a  fact  which  renders  direct 
connection  with  them  highly  desirable  to  the  Norfolk  and 
Western,  which  is  always  striving  to  create  new  markets 
for  the  fuel  that  forms  the  bulk  of  its  freight. 

Two  hundred  and  fifty  miles  West  of  Norfolk  we  find 
Roanoke,  the  heart  of  the  system,  where  its  principal  ar- 
teries meet.  It  is  the  type  of  a  booming  Southern  city, 
the  progress  of  which  affords  striking  proof  of  the  im- 
mense creative  power  of  an  American  railway.  Roanoke  has 
been  made  entirely  by  the  Norfolk  and  Western,  and  with 
real  estate  representing  many  millions  makes  us  envious  of 
those  who  were  'in  the  know'  before  it  entered  upon  its 
marvellous  career ;  its  rise  clearly  shows  that  it  is  not 
necessary  to  resort  to  any  of  the  doubtful,  disreputable 
or  dishonest  practices  of  bygone  days  in  order  to  amass 
wealth  over  '  railroading. '  The  population  of  Roanoke  is 
about   25,000,  although   the   town   is  still  in  its  teens    It 
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contains  the  workshops  of  the  railway  and  its  executive 
offices,  and  there  are  several  blast  furnaces,  numerous  well- 
paved  streets  ^some  of  them  provided  with  tramways — 
excellent   stores,    good   hotels,    and  gorgeous  residences. 

In  Roanoke  the  Shenandoah  Valley  division  and  the 
Roanoke  and  Southern  join  the  .main  line;  the  Shenandoah 
road  runs  North  and  terminates  in  Hagerstown,  Md.,  where 
it  connects  with  the  Pennsylvania  and  Philadelphia  and 
Reading  railroads.  This  line  abounds  with  charming  scenery, 
and  runs  through  a  country  studded  with  mineral  springs 
and  summer  resorts.  A  few  hours  from  Roanoke  there  is 
one  of  the  most  peculiar  sights  in  Virginia— the  Natural 
Bridge  which  spans  a  rivulet  and  joins  two  mountains; 
George  Washington  carved  his  name  in  the  rock  while 
still  in  the  employ  of  the  survey  service.  The  Shenandoah 
line  renders  the  N.  and  W.  part  of  a  through  route  between 
the  East  and  the  South  which  is  a  formidable  rival  of  both 
the  Baltimore  and  Ohio's  Lexington  line  and  the  Richmond 
and  Danville;  yet  the  Norfolk  and  Western  will  scarcely 
rank  among  the  leading  passenger  routes  as  long  as  it  has 
no  better  terminus  than  the  one  in  an  obscure  point  like 
Hagerstown.  The  line  must  have  access  to  a  leading  town, 
and  this  want  being  recognised  by  the  management,  the 
Washington  extension,  which  is  now  under  construction, 
was  planned.  This  branch  will  bring  the  system  in  close 
touch  with  the  North,  and  connecting  with  the  Louis- 
ville and  Nashville  for  the  South  the  road  cannot  fail 
to  become  one  of  the  shortest  and  best  routes  between 
New  York  and  New  Orleans.  In  Roanoke  the  main  line 
also  meets  the  Roanoke  and  Southern  Railway,  leased  since 
March,  1892,  which  at  present  connects  with  Winston- 
Salem  but  will  be  extended  to  Wadesboro,  where  it  is  to 
meet  the  Atlantic  Coast  Line  for  Charleston,  S.  C,  and 
Carolina  points  generally. 

From  Roanoke  the  main  line  runs  West  to  Radford, 
another   important   freight  centre  where  various  lines  meet. 

American  Railroads.  48 
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Traffic  between  Roanoke  and  Radford  is  so  heavy  that  this^ 
part  of  the  system  is  provided  with  double  track.  In  Rad- 
ford  there   is   a   bifurcation,  one  Une  going  to  Bristol  and 
Pulaski,   the   other  to  Norton,  the  Pocahontas  district,  and 
the  Ohio.  The  line  to  Pulaski  leads  to  the  iron  mines,  and 
has  many  branches  South  and  Southwest  of  that  city.  The 
road  to  Bristol  connects  with  the  East  Tennessee  and  Virginia 
RR.  and  formerly  did  a  considerable  exchange  business  with 
that   part  of  Gould's  Southern  system:  in  fact  at  one  time 
Gould  was  credited  with  the  intention  of  acquiring  control  of 
the  Norfolk  and  Western.  The  branch  to  Norton,  however, 
is  of  far  greater  moment,  for  since  the  Louisville  and  Nash- 
ville completed  its  Cumberland  Gap  extension  the  N.  and  W. 
has  had  du-ect  communication  with  New  Orleans,  Cincinnati, 
Louisville,  and  St.  Louis,  and  receives  a  considerable  volume 
of  grain   freight   from   the   West  and   of  cotton  from  the 
South,  in  exchange  for  which  it  gives  coal,  coke,  etc.   The 
increase   in   cotton   freights  has  been  very  remarkable;  the 
volume   of  this   traffic   having  risen  from  150,000  bales  in 
1890  to  247,000  in  1891.  Yet  the  Une  to  Norton  is  by  no 
means   as   important   as   the   main  road  leading  to  the  so- 
called   Pocahontas   or   Flat   Top   coal  district,  which  as  is 
well   known   provides  most  of  that  mineral  traffic  the  mar- 
vellous  growth   of  which  had  such  decided  effect  upon  the 
development  of  the  N.  and  W.    The  line  to  these  coalfields- 
has  been  extended  to  Kenova,  Ky.,  whence  a  hitherto  isolated 
part   of  the   Norfolk   and  Western  leads  to  Columbus,  O., 
via   Ironton,    where  it  connects  with  the  Cincinnati,  Ports- 
mouth   and    Virginia  RR.  for  Cincinnati.   In  some  quarters 
this  last  line  is  regarded  as  a  future  part  of  the  N.  and  W. 
system,  and  if  acquired  Cincinnati  will  have  a  second  direct 
route   to    Chesapeake   Bay   in   every  respect  equal  to    the 
Chesapeake  and  Ohio,  thus  far  its  only  connection  with  the 
James  River. 

The   Pocahontas    coal   district,    to   which   we   have  just 
referred  as  the  principal  source  of  the  traffic  of  the  Norfolk 
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and  Western,  is  a  mining  region  in  the  Alleghanies  which 
only  a  few  years  ago  entered  into  competition  with  the  older 
fields  of  Pennsylvania,  etc.  The  district  is  locally  known  as 
Flat  Top,  and  is  situated  at  the  highest  elevation  reached 
by  this  railroad,  which  has  hitherto  had  the  monopoly  of 
the  coal  traffic  it  provides,  and  is  likely  to  retain  the  same. 
Being  separated  from  the  East  by  a  distance  considerably 
greater  than  that  lying  between  the  Pennsylvania  fields  and 
Philadelphia  or  New  York,  Pocahontas  coals  could  not 
possibly  compete  with  Pennsylvania  fuel  unless  they  were 
carried  to  the  seaboard  at  exceedingly  low  rates,  and  Mr. 
Kimball,  during  whose  presidency  the  development  of  these 
mines  was  begun,  deserves  no  small  amount  of  credit  for  the 
far-sightedness  which  induced  him  to  try  a  bold  experiment. 
Until  a  few  years  ago  American  railroads  adhered  to  the 
maxim  that  a  railroad  should  charge  as  much  as  it  possibly 
could.  Mr.  Kimball,  however,  tried  the  opposite  course  and 
charged  as  httle  as  possible;  in  other  words  he  endeavoured 
to  encourage  coal  mining  by  means  of  unusually  cheap  rates, 
and  thereby  succeeded  in  creating  a  prosperous  industry,  the 
marvellously  rapid  development  of  which  has  engaged  the 
attention  of  the  entire  country,  and  notably  of  the  American 
railway  world. 

Mineral  Traffic  of  the  N.  and   TF.,  1882-189 L  (Tons,) 


Year. 


Iron 
Ore. 


Pig. 
Iron. 


Coal 


Coke. 


Stone. 


Zinc  ore 
and 

Spelter. 


Other 

mive- 

t  als. 


Totals. 


1882 

1,399 

13,372 

4,735 

■     •     •     B 

6,181 

3,362 

19,262 

1883 

51.915 

24,611 

54,552 

23,762 

20,217 

777 

23,113 

1884 

49,302 

28,591 

153.229 

06,360 

27,718 

1,185 

30.991 

1885 

60,825 

23,209 

499,138 

48,571 

15,633 

1,021 

36.834 

1886 

65,851 

34,917 

739,618 

59,021 

24.451 

1,437 

36,671 

1887 

128,696 

46,642 

992,260 

151,171 

30,948 

8,577 

59,255 

1888 

195,350 

95,389 

1,543,312 

202.808 

49,573 

15,479 

58,504 

1889 

249,374  161,215 

1,543,900 

310,504 

87,965 

15,293 

68,506 

1890 

480,084  1  235,844 

1,892,969  499,148  187,683 

14,420 

247,821 

1891 

539.339  1  283,590 

2,341,'.26  1  466.016  247,863 

18,672 

258,178 

48,311 

198,947 

347,376 

685,271 

961,366 

1,417,549 

1,960,415 

2,436,757 

3,558.869 

4.154.884 


In  1891  52  p.c.  of  all  coal  and  coke  carried  went  to  tidewater. 
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In  1880  there  was  no  such  thing  as  Pocahontas  coal, 
and  in  1883  but  little  more  than  100,000  tons  were  mined; 
in  1887  more  than  1,300,000  tons  were  brought  to  the 
surface,  in  1891  nearly  3,300,000;  and  if  the  iron  industry 
is  in  fair  condition  the  output  is  expected  to  reach  4,000,000 
tons  during  the  present  year.  Moreover,  the  Ohio  extension 
will  give  access  to  Western  markets,  so  that  the  output  will  go 
on  increasing  year  after  year  for  a  long  time  to  come.  ^  The 
rates  charged  for  carrying  these  coals  to  their  destination 
are  so  low  that  on  the  N.  and  W.  the  average  freight  rate 
per  ton  per  mile  amounts  to  less  than  on  any  other  road, 
with  the  sole  exception  of  the  Chesapeake  and  Ohio,  namely 
0.548  cents ;  at  the  same  time  the  cost  of  transportation 
has  been  cut  down  to  such  a  degree  that  the  company 
still  makes  a  profit  of  0.187  cents  per  ton  per  mile  —  a 
figure  higher  than  on  most  American  roads,  and  chiefly  due 
to  the  technical  perfection  which  the  management  has  im- 
parted to  the  property.  Indeed,  the  N.  and  W.  is  looked  upon  as 
an  example  of  what  a  shrewd  and  enlightened  management  can 
do  for  a  railroad.  Undoubtedly  Mr.  Kimball  applied  his 
recognised  abilities  under  exceptionally  favourable  conditions. 
In  the  first  place  all  coals  are  carried  down  grade,  the  Flat 
Top  being  situated  at  the  highest  elevation  reached  by  the 
N.  and  W.  It  does  not  matter  whether  the  freight  is  to  be 
carried  to  Norton,  Norfolk,  or  the  Ohio:  the  trains  always 
run  along  a  decline,  and  transportation  of  coals  being  profit- 
able anyhow,  it  can  cause  little  wonder  that  under  such 
circumstances  the  experiment  succeeded,  especially  as  the 
cost  of  mining,  owing  to  the  peculiar  formation  of  the  Flat 
Top  Mountain  is  very  low;  in  some  places  the  trains  run 
directly  into  the  mines.  Nevertheless  he  deserves  great  credit 
for  the  able  manner  in  which  he  made  the  most  of  natural 
advantages.  How  highly  the  management  of  the  Norfolk  and 

1  While  the  proofs  of  this  chapter  were  being  correctsd  a  report  was  current 
to  the  effect  that  the  N.  and  W.  had  entered  into  a  contract  with  the  Hocking 
Valley  RR.,  which  its  Ohio  extension  meets  in  Columbus,  for  the  daily  shipment 
of  3,000  tons  of  coal  to  Cleveland,  0. 
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Western  and  its  beneficial  influence  upon  this  young  but 
vigourous  industry  is  spoken  of  may  be  inferred  from  the  fact 
that   a  recent  U.  S.  Census  Bulletin  (No.  200)  says: — 

"  To  the  energy  and  push  of  the  officials  of  the  Norfolk 
and  Western  railroad  is  due  the  rapid  development  of  this 
great  coal  field." 

The  foregoing  shows  that  the  conditions  surrounding  the 
Norfolk  and  Western  RR.  have  changed  to  a  considerable  extent. 
Originally  a  hne  from  Norfolk  to  Bristol,  where  it  connected 
with  the  East  Tennessee  and  Virginia,  the  road  has  by  degrees 
developed  into  one  of  the  principal  mineral  carriers  of  the 
country  whose  principal  aim  is  the  transportation  of  Poca- 
hontas coals  to  Norton,  Bristol,  Norfolk,  Washington  and 
Columbus,  and  in  addition  the  system  has  become  a  through 
Une  between  the  Central  States  and  the  seaboard,  and  part 
of  one  of  the  leading  routes  between  the  East  and  the 
South.  This  rapid  conversion  involved  other  changes  of  the 
greatest  importance.  The  necessity  of  new  extensions  and 
the  expediency  of  absorbing  other  lines  in  order  to  secure 
connections  caused  a  considerable  increase  of  mileage, 
and  in  addition  a  perfect  roadbed  was  essential  to  enable 
the  company  to  carry  freight  at  low  rates  and  yet 
at  a  profit.  Both  wants  were  provided  for;  the  absorption 
of  the  Shenandoah  Valley,  Roanoke  and  Southern,  and 
Lynchburg  and  Durham  Railroads,  and  the  construction  of 
the  Washington,  Ohio  and  Clinch  Valley  extensions  gave 
a  number  of  desirable  connections;  the  gradual  perfection 
of  roadbed  and  rolling  stock,  carried  out  with  a  thorough- 
ness that  rendered  the  Norfolk  and  Western  a  model  freight 
road,  enabled  the  company  to  secure  the  permanent  growth 
of  the  Pocahontas  and  Pulaski  mines ;  and  with  the  support 
of  great  natural  advantages  the  management  succeeded  in 
converting  a  formerly  insignificant  property  into  one  of 
the  most  prominent,  most  prosperous,  and  most  promising 
systems  of  the  entire  South.  For,  however  fast  the  growth  of 
the   system  was,  it   never   equalled   the   expansion   of  its 
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business.  Between  1885  and  1891  its  mileage  was  more  than 
doubled,  but  its  gross  revenue  rose  from  $2'77  to  $9*19 
miUioQa,  aad  its  net  receipts  from  traffic  from  $1  065  to 
$3-18  mUlions. 

Norfolk  &   'Western  RR.— Traffic  Statistics. 
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This  constant  extension  and  the  carrying  out  of  betterments 
on  an  elaborate  scale  necessitated  frequent  and  considerable 
additions  to  capital.  Between  1885  and  1891  the  preferred 
stock  was  increased  from  $18,000,000  to  $40,000,000,  the 
common  from  $7,000,000  to  $9,500,000,  the  bonded  debt 
from  $17,309,600  to  $50,943,200,  and  the  total  capital 
and  debt  —  if  we  disregard  a  diminution  of  $1,000,000 
in  car  trusts  —  therefore  grew  from  $42,309,600  to 
$100,443,200,  an  increase  which  is  a  trifle  greater  than  the 
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expansion  of  the  system  during  the  same  period,  but  considerably 
below  the  proportionate  growth  in  earning  power;  for  whereas 
the  capital  employed  rose  Irom  $84,114  in  1885  to  $92,065 
per  mile  of  road  in  1891,  net  earnings  increased  from  $2, 230 
per  mile  to  $2,913,  the  last  figure  relating,  moreover,  to  a  very 
bad   year;   in    the  company's  best  year — 1889  —  it  was  as 
high  as    $3,576.    The  issue  of  new  capital,  therefore,  offers 
no   scope   for  adverse  criticism,  the   more  because  the  rise 
of  $8,00.0  per  mile  is  abundantly  offset  by  the  superior  con- 
dition of  the  road,  the  almost  absolute  perfection  of  its  rolling 
stock,  and  the  remarkable  increase  of  its  business.  In  addition 
it   should  be  remembered  that  we  do  not  take  a  favourable 
year   for   our   comparison,    for  both    1891    and  1892  were 
characterised  by  business  depression  in  the  South ;  and  being 
in  a  transitory  state  the  company  had  expenses  inseparable 
from   active  construction,   such   as  those   caused   by  delay, 
increase     of.   *  company's     freight,'     etc.,    matters    which 
tend  to  enhance  operating  expenditure  to  a  considerable  extent. 
•  Yet   in    1891    the  property   had   an   available   revenue  of 
$3,469,920;    out   of  this    sum    $2,266,130   were   paid  for 
interest  on  bonds,  leaving  $1,203,789  available  for  dividends; 
and  the  usual  distribution  of  3  p.c.  upon  the  preferred  stock 
being   made   while   in    addition  $129,575  were  disbursed  to 
meet  extraordinary  charges  there  remained  a  clear  surplus  for 
the  year   of  $1,714,  so  that  it  was  not  necessary  to  touch  the 
surpluses  from  previous  years,  which  aggregated  $1,455,262. 
Since  the  last  report  was  issued  some  more  changes  have 
taken  place.   A  fuilher  issue  of  $10,000,000  preferred  stock, 
to  be  offered  in  two  annual  blocks  of  $5,000,000  each,  was 
authorised,  and  postponement  of  the  issue  of  the  first  block 
being   advisable,    a   syndicate    advanced  $2,000,000,  (to  be 
repaid  when  the  stock  is  issued)  upon  collateral  and  bearing 
interest    at    6    p.c.    Further,    $1,660,000  of  5  p.c.  100  yr. 
gold  bonds   were  issued;  the  Lynchburg  and  Duriam  RR. 
was   leased   at   a   rental   of  35  p.c.  of  gross  earSirigs;  the 
Roanoke  and  Southern  was  also  leased  against  net  earnings, 
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the  N.  and  W.,  moreover  guaranteeing  the  interest  on  its 
bonds.  In  addition  to  these  changes  there  is  the  opening  of 
the  Ohio  extension  and  the  prospective  completion  of  the 
Washington  branch,  and  as  a  result  the  finances  of  the 
company  are  in  a  condition  which  renders  a  clear 
survey  of  its  immediate  prospects  extremely  difficult.  There 
are  higher  charges  and  higher  earnings ;  in  how  far  the 
latter  will  offset  the  former  it  is  impossible  to  predict. 
Some  people  anticipate  a  serious  diminution  of  the  surplus 
available  for  dividends  in  1892;  but  even  if  this  forecast 
proves  correct  there  will  be  no  cause  for  apprehension. 
There  can  be  no  doubt  whatever  that  the  system  possesses 
such  inherent  strength  and  such  brilliant  prospects  that  it 
will  resume  its  prosperous  career  as  soon  as  it  emerges  from 
the  state  of  suspense  its  affairs  have  been  in  since  the 
commencement  of  work  on  the  Ohio  extension. 
Subjoined  are  additional  tables: — 
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CHAPTER  LIV. 

THE   CHESAPEAKE   AND    OHIO. 

The  Chesapeake  and  Ohio  Railway  Company  came  into 
existence  in  1868,  when  the  Virginia  Central  amalgamated 
with  the  Richmond  and  Covington  RR.  The  Virginia  Central 
was  one  of  the  first  railways  in  the  United  States,  having 
been  chartered  as  early  as  1836;  but  its  completion  was 
delayed  until  1867,  financial  embarrassments  and  the  war 
having  materially  interfered  with  the  progress  of  construction. 
The  Blue  Ridge  RR.,  which  was  part  of  this  line,  was  a 
State  work,  only  1 7  miles  long,  but  including  a  very  expen- 
sive tunnel  through  one  of  the  most  noted  ridges  of  the 
Alleghany  Mountains. 

Soon  after  the  consolidation  the  Chesapeake  and  Ohio 
Railway  Company  defaulted  on  its  interest,  an  event  which 
had  some  connection  with  the  unsatisfactory  condition  of 
business,  but  was  precipitated  by  the  failure  of  the  com- 
pany's financial  agents  in  New  York,  Messrs.  Fisk  and 
Hatch.  Efforts  to  bring  about  a  readjustment  proved  futile, 
and  a  receiver  was  therefore  appointed  in  October,  1875. 
Plans  for  reorganisation  were  mooted  in  1876,  but  failed  to 
lead  to  any  result;  consequently  the  road  was  sold  in  1876, 
when  the  bondholders  and  other  creditors  bought  the  property 
and  reorganised  the  company. 

After  its  finances  had  been  placed  on  a  sounder  basis, 
the  C.  &  0.  rapidly  gained  in  influence.  It  was  then  con- 
trolled by  Mr.  C.  P.  Huntingdon,  who  still  owns  large 
railroad  properties  in  the  Southern  States,  and  that  gentle- 
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man  being  prominently  connected  with  the  Chesapeake  and 
Ohio  Southwestern,  now  part  of  the  Newport  News  and  Mis- 
sissippi Railway ;  with  the  Louisville,  New  Orleans  and  Texas, 
which  a  lew  months  ago  was  added  to  the  Illinois  Central 
system ;  and  finally  with  the  Kentucky  Central,  at  present  a 
part  of  the  Louisville  and  Nashville,  these  three  railroads  be- 
came tributary  to  the  Chesapeake  and  Ohio;  and  the  latter 
obtained  such  a  commanding  position  that  its  earnings  rose 
from  $1,936,000  in  1878  to  $3,375,000  in  1881.  For  various 
reasons,  however,  the  company  again  defaulted  on  its  interest 
in  1867;  the  road  had  been  allowed  to  deteriorate,  rates  had 
fallen,  and,  moreover,  Mr.  Huntingdon's  7'egime  had  had  an 
anything  but  salutary  effect  upon  its  affairs.  This  default 
led  to  a  reorganisation  without  foreclosure  in  1888  under 
the  auspices  of  Messrs.  Drexel  Morgan  &  Co. — well  known 
to  be  closely  connected  with  the  Vanderbilt  interest — re- 
presentatives of  whom  act  as  voting  trustees  until  1897. 
Since  that  event  conditions  have  undergone  a  considerable 
change  for  the  better.  What  the  company  wanted  was  an 
adjustment  of  its  finances,  a  reform  of  its  scope  and  its  con- 
nections, and  above  all  improvement  of  its  permailent  way 
and  rolling  stock,  and  the  reorganisation  provided  for  all 
these  needs.  It  suppUed  new  capital  with  which  to  place 
the  property  in  prime  condition,  weaned  the  road  from  the 
evil  influence  of  Mr.  Huntingdon,  brought  it  into  close  contact 
with  the  Vanderbilt  system,  and  strengthened  its  position  both 
at  its  Western  terminus  in  Cincinnati  and  at  its  Eastern 
station  at  Newport  News.  Such  far  reaching  reforms,  carried 
out,  moreover,  under  the  supervision  of  capitalists  of  high 
repute,  could  not  fail  to  bring  about  those  changes  in  the 
company's  finances  which  during  the  last  few  years  have 
attracted  such  general  attention. 
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The  following  is  a  summary  of  the  lines  composing  the 

system  on  June  30th,  1892.  ^Hes. 

Owned:  Main  Line,  Old  Point  Comfort — Cincinnati  .    .    .  665*1 

James  River  division,  Richmond  to  Clifton  Forge  232*5 

Branches 95*7 

Total  owned 993*3 

Leased:  Part  of  Virginia  Midland 9*0 

Operated:         „  „  „        84*5 

Total  operated. 1,086*8 

Since   June   30th,   1892,  the  following  lines  have  been 
added  to  the  system: — 
Leased:  Elisabethtown,  Lexington  &  Big  Sandy  RR.    •    •    .  ) 

Ohio  and  Big  Sandy  River  RR f  203*0 

Kentucky  and  South  Atlantic  RR ) 

Present  length  of  system 1,289*8 

The  C.  &  O.  joins  Chesapeake  Bay,  one  of  the  most 
beautiful  points  on  the  Atlantic  seaboard,  with  the  yellow 
waters  of  the  Ohio,  in  former  times  the  Northern  boundary 
of  the  Slave  States.  The  system  consists  of  a  single-track 
road  with  a  number  of  short  branches,  and  runs  from  Old 
Point  Comfort,  the'  famous  watering  place  of  Virginia,  to 
Cincinnati.  The  former  is  a  fashionable  seaside  resort  which 
counts  among  its  habitues  numerous  members  of  that  ex- 
clusive and  aristocratic  set  known  as  the  '  F.  F.  V.  *  (First 
Families  of  Virginiaj  and  the  Kentucky  aristocrats  closely 
allied  thereto.  Passenger  traffic  to  the  seaside  is  no  mean 
source  of  revenue  to  the  company,  but  although  Old  Point 
Comfort  contains  the  end-buffers  of  the  system  the  business 
terminus  hes  one  station  further  West,  in  Newport  News, 
situated  opposite  Norfolk.  Newport  News  is  only  a  small 
town  with  a  population  of  3,000 ;  nevertheless  there  are 
extensive  sidings,  spacious  wharves,  several  elevators,  a  few 
hotels,  and  a  goodly  number  of  railroad  employees,  the  greater 
part  of  the  inhabitants  being  connected  with  the  Chesapeake 
and  Ohio,  its  terminals,  and  the  steamers  that  run  in  con- 
junction with  it.    The  town  is  also  an  important  coal  port,. 
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750,000  tons  of  bituminous  fuel  being  annually  carried  thither 
by  railway,  to  be  transported  to  Northern  ports  by  steamer ; 
in  recent  years,  however,  Norfolk,  situated  across  the  river, 
has   by  far   surpassed   it   in   its    capacity  as  a  centre  for 
the  distribution  of  fuel    (see  p.  751)    and   shipments  were  a 
little  smaller  last  year  than  in  the  preceding  twelvemonth.  For- 
midable quantities  of  the  cereals  which  the  road  receives  from 
its  Louisville  and  Nashville  and  Vanderbilt  connections  find 
their  way  to  Newport  News,  and  tobacco,  fruit  and  vege- 
tables also  leave  via  this  port,  which  under  the  new  regime 
of  the  C.  andO.  has  seen  a  considerable  growth  of  its  transit 
business;    this  increase,  indeed,  calls  for  enlargement  of  the 
terminal  faciUties.  The  wharves,  though  commodious,  require 
additions,  and  the  elevators  just  referred  to  need  enlargement ; 
they  belong,  by  the  way,  to  the  Chesapeake  and  Ohio  Elevator 
Company,   an   auxiliary  concern  of  the  railway.     Yet  many 
improvements   have   been   effected   quite   recently.    A   few 
years    ago   the   town   was   anything  but  an  ideal  terminus, 
for   Newport   was   of  such   little   significance   that  freight 
destined   for   Europe   had   to   be   sent   first  to  New  York, 
which,    of  course,    obliterated   the  advantages  arising  from 
Newport's   closer  proximity  to  Cincinnati.    There  were  not 
even    regular    daily    steamers    to   New   York,   and   along 
the  hne  and  in  Cincinnati  conditions  were  as  unsatisfactory 
as  in  Newport.  The  road  was  bad,  and  having  no  influential 
connections    anywhere   it   could   neither   secure  freight  nor 
carry  it  cheaply.  All  this,  however,  has  been  changed  since 
the  Vanderbilts  obtained  control.  The  extensive  'Big  Four' 
connections  in  Cincinnati  practically  give  the  C  &  O.  direct 
access  to  leading  Central  and  Western  points,  and  the  road 
is    now   in  such  perfect  condition  that  it  can  carry  freight 
at    a   profit    with    the  low  average  rate  of  0.518  cent  per 
ton  -  mile ;    and   thanks   to   the  exertions  of  the  Vanderbilt 
interest  Newport  News  now  has  not  only  quick  daily  steam- 
ship   communication  with  Northern  ports,  but  a  regular  line 
of  freight   steamers   to   Europe  was   inaugurated  in  1891. 
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Messrs.  Furaess,  of  Liverpool,  have  entered  into  a  contract 
with  the  railway  to  run  eight  or  ten  vessels  a  month  from 
Newport  News  to  various  European  ports,  and  although  the 
experiment  is  quite  of  recent  date  its  success  is  assured. 
It  is  to  these  great  changes  that  the  remarkable  improvement 
of  the  road's  finances  must  be  attributed. 

Richmond,  some  50  miles  West  of  Newport  News,  is,  next 
to  Cincinnati,  the  most  important  point  touched  by  the  C.  &  O. 
Virginia's  charming  capital  is  the  world's  greatest  tobacco 
market  and  the  centre  of  distribution  of  the  major  portion 
of  the  510,000,000lbs.  of  fragrant  weed  annually  raised  in  the 
United  States.  The  city  is  suiTounded  by  a  lovely  garden 
region,  and  its  situation  on  the  James  River,  closely  resem- 
bUng  that  of  Richmond  in  Surrey,  renders  it  accessible  to 
ocean-going  vessels.  Its  population  numbers  50,000,  and 
subsists  to  the  extent  of  almost  50  percent,  on  the  tobacco 
trade  and  aUied  manufactures.  The  world-famed  cigarette 
and  tobacco  firms  now  combined  into  the  trust  known  as 
the  American  Tobacco  Company  have  their  headquarters  here. 

In  Gordonsville,  a  little  above  Richmond,  the  road  connects 
with  the  Virginia  Midland,  over  which  it  obtained  running 
powers  which  gave  it  a  direct  entrance  into  Washington. 
Above  Richmond  the  James  River  abounds  with  rapids  and 
cataracts,  and  these  render  an  extended  navigation  impos- 
sible. The  river  flows  down  from  the  Alleghanies,  breaking 
through  numerous  gaps,  and  is  followed  by  the  C.  and  O., 
which  sends  branches  to  adjacent  mines.  The  railway 
crosses  the  summit  of  the  mountains,  and  piercing  several 
tunnels  seeks  the  valley  of  the  great  Kanahwa  River,  wliich 
descends  towards  the  Ohio.  In  consequence  the  route  is 
characterised  by  the  same  picturesque  smTOundings  and  has 
to  surmount  the  same  natural  obstacles  as  other  roads  crossing 
this  long  range  of  mountains,  which  stretches  from  New  York 
into  Alabama.  The  Ohio  Rivsr  is  reached  near  Ashland, 
and  from  there  the  road  runs  for  about  a  hundred  miles 
through  the  Ohio  valley.    In  Ashland  there  is  a  bifurcation, 
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the  Elizabethtown,  Lexington  and  Big  Sandj^  RR.,  which 
was  added  to  the  system  in  July,  1892,  leaving  the  main 
line  at  this  point.  In  Covington  the  road  crosses  the  Ohio 
by  a  bridge  connecting  with  Cincinnati,  where  it  meets  its 
ally,  the  'Big  Four.' 

The  numerous  changes  for  the  better  which  this  road  has 
undergone  since  its  reorganisation  afford  one  more  example 
of  the  power  of  a  strong  group  of  capitalists.  A  few  years 
ago  the  C.  and  0.  could  not  earn  its  interest  charges,  was 
isolated  and  in  bad  condition;  to-day  it  is  a  good  property 
with  efficient  terminals,  excellent  connections,  a  growing  busi- 
ness and  earnmgs  almost  sufficient  to  render  the  distribution 
of  a  dividend  a  debateable  question;  indeed,  the  conversion 
of  preferred  stock  into  bonds,  to  which  we  refer  below,  is 
tantamount  to  a  resumption  of  dividends  on  this  stock. 
Under  the  influence  of  two  good  years,  gi'oss  earnings  rose 
$1,840,000  and  net  revenue  $700,000,  although  the  extensive 
betterments  were  included  in  operating  expenses;  and  there 
being  no  considerable  rise  in  charges  it  follows  that  the 
deficit  of  1889-90  was  converted  into  a  surplus  of  $220,000 
in  1890-91,  and  $391,000  in  1891-92.  The  subjoined  tables 
give  details  of  traffic,  earnings,  revenue,  etc.,  for  the  last 
three  years. 

Chesapeake  &  Ohio  BR. — Traffic  Statistics, 


Passenger  Traffic. 

Freight  Traffic. 

Year      ,  Acerage       ^.^y. 

June  30.  operated.  P'^^'^^fJ' 

one  mile. 

Rate, 
Cents. 

Reunvtet 

Million 

tons 

carried 

one  mile. 

Rate, 
Cents. 

Revenue, 

s 

1890 
1891 
1892 

923 
1.027 
1.078 

1-47 
1-69 
1»4 

2.06 
2.16 
2.18 

1,471.436 
1,765,299 
1,913,187 

l.no6  3 

i,ia5-9 

1,292  2 

0  535 
0.525 
0.518 

5,384,2>5 
5,963,516 
6.694,953 

American  Railroads 
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EARNINGS  AND  EXPENSES. 


Mileage  operated,  June  30 

Earnings — 

Passengers 

Freight 

Miscellaneous 

Express 

Mail 

Newport  News  &  Norfolk  Ferry  .  . 

Total 

Expert  ses — 
Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Conducting  transportation 

General  expenses  and  taxes  .  .  .  . 

Traffic  expenses 

Newport  News  A  Norfolk  Ferry  .  . 
Covington  and  Cincinnati  Bridge.  . 

Total  expenses 

Net  earnings 


1891-92. 

1890-91. 

1889-90. 

1,078 

1,027 

923 

$ 

$ 

$ 

1,913,187 

1,765,299 

1.471.436 

6,694,953 

5.963,516 

5,384,255 

169,687 

187,241 

99024 

97,419 

90,488 

89.198 

129,354 

120.567 

108,972 

— — 

9,064 

9,004,600 

8,127,111. 

7,161.949 

1,495,824 

1,429,889 

1.574,687 

1,404.265 

1,212,251 

1,053,827 

2.726.250 

2,436.243 

2,386,031 

346,971 

333,051 

321,200 

203,046 

191,428 

188,288 

357,706 

342,087 

76.048 

197,670 

138,569   r 

11,887 

6.731,732 

6,083518 

5,611,968 

2,272,868 

2.043,593 

1,549,981 

Net  earnings . 
Other  income 


INCOME  ACCOUNT. 


1891-92. 

$ 
2,272,868 


Total 

Deduct — 
Interest  on  bonds.  .  .  . 
Rentals  of  tracks.  .  .  . 
Loss  on  grain  elevator. 
Discount,  exchange,  etc. 


Total 
Balance. 


2,272,868 


1,798.095 

10,916 

8,165 

64,372 


1,881,548 
sur  391,320 


1890-91. 

$ 
2,043,593 

18,520 


2,062,113 

1,745,129 
11,609 
16,419 
69,145 


1,842,302 
sur  219,810 


1889-90. 

$ 
1,549,981 
19.969 


1,569,950 

*1,663.641 
44,401 

1,628 


1,709,670 
def.139,720 


♦    Interest  charges  for  the  year  ending  June  30,  1890,  included  about  $200,000^ 
bonds  issued  for  construction  which  was  not  finished  or  used  until  1891. 
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CONDENSED  BALANCE  SHEET,  JUNE  30,  1892. 


Cost  of  road  and  equipment,  including  branches 
and  ownership  in  Mavsville  &  Big  Sandy  BR. 
Co.,  Covington  &  Cincinnati  Bridge  Co..  Eiiza- 
bethtown,  Lexington  &  Big  Sandy  KB.  Co.,  Ohio 
&  Big  Sandy  BR.  Co.,  and  Kentucky  &  South 
Atlantic  BR.  Co 

Cost  of  sundry  securities  in  treasury 

Sundry  construction  accounts 

Special  cash  deposit  to  pay  construction  vouchers 

Special  cash  deposit  to  pav  coupons 

Materials  and  supplies  on  hand 

Cash  in  hands  of  treasurer 

Due  ftom  agents,  construction  and  current  accounts 

Due  from  coal  agencies 


Kinniconnick  &  Freestone  BR.  Co. 


Liabilities — 
Capital  stock  — 

First  preferred $13,000,006 

Less  deposited  in  trust 11,147,900 


Second  preferred 12,000,000 

Less  deposited  in  trust 9,865,000 


838,796.56 
231,671.95 
848692  50 
42931406 


1,852,100.00 


2,135,000.00 


Common 58,407.400.00 


Funded  debt 

Bills  payable  (temporarily  incurred  for  con- 
struction, equipment,  real  estate,  etc.,  and  pro- 
vided for  out  of  4)^  per  cent  bonds  sold,  but 
not  delivered) 

Construction  vouchers  unpaid  (see  special  cash 
deposit) 

Unpaid  coupons,  including  coupons  due  July  1, 
1892  (see  special  cash  deposit  on   other  side)  . 

Accrued  interest  on  funded  debt 

Audited  vouchers,  pay  rolls,  etc 

Profit  and  loss « 


118,920,020  51 

405,493  56 

48,847.70 

194,158.18 

229,529  51 


1,848.475.07 
3,449  27 


121,639,973.80 


62394,500.00 
65,333,713.87 


2,014,36285 

139,561.19 

216,708.75 

306,375.61 

1,041,626.09 

193,125.44 


121.639.973.80 


At  the  date  of  issue  of  th*e  last  report  the  capital 
of  the  company  consisted  of  $3,987,100  preferred  stock, 
$58,407,000  common  stock  and  $55,333,714  bonds,  enume- 
rated in  the  statement  below.  The  preferred  stock  is  now  in 
course  of  convei-sion.  Formerly  there  were  $13,000,000  first 
prefen-ed  and  $12,000,000  second  preferred,  but  these  shares 
haye  for  the  greater  part  been  converted.  The  firsts  receive 
two-thirds  of  their  par  value  in  new  4^  p.c.  bonds  created 
for  the  purpose,  and  one-third  in  common  shares ;  the  seconds 
are  exchanged  in  the  reverse  ratio.  Some  four  million  dollars 
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of  preferred  shai'es  have  not  yet  been  converted,  and  in  con- 
sequence the  capitalisation  as  enumerated  here  will  undergo 
some  changes  in  the  course  of  the  next  few  months.  More- 
over, the  company  is  still  issuing  bonds  for  improvements, 
as  will  be  seen  in  the  extract  given  below. 
Subjoined  statement  relates  to  the  funded  debt: — 
Bonds  Outstanding,  June  30th,  1893. 


Da/n^lios  of  iOHdi. 


t  martg.  eoTd,  series  A. 


Extension  cDld 
EgnliiiDeiit  bani: 
■FfrBt  conaol.  go 
Dd.  Kiciun.  &  A 


Second  do. .       „       .  

First  Bold  inortE.  Craig  TaU. 

,       Warm  Spring  VaH... 

New  Hlver  Bridge  Ijonda  . . 


Amoitit   I  Jlala  ' 


l.0(»,000 
i.OQO,()DO 

i.oat.ooo 


37,000 
2,960.000 
13  141,000 


Jane  kVee 

'May  &  Sot, 
Jan,  &  Jul 


40000: 
lOOfflO 
40.000 
32,500 

awxx) 

10,200 

I     6,61S 

13,450 


*  =  Quoted  In  London. 


The  subjoined  extract  from  the  last  annual  report  deserves 
attention : — 

"Tie  actual  and  prospective  development  of  bnainesa  on  the  system  is  very 
promising.  This  is  espFctally  true  of  tbeuoaltralHu,  in  wblcli  the  various  branches 
under  construction  in  tbe  coal  region  sbould bring  a  very  large  levenue.  The  control 
of  the  lines  Into  tbe  Hlue  Grass  country  sbould  also  tbrow  a  heavy  traffic  upon 
tlie  main  line.  Moat  satisfactory  of  all,  bowever,  is  the  increase  in  passenger 
traffic  and  local  freight  business,  vhich  Is  ail  tbe  more  remarkable  In  view  of 
the  entice  cessation  of  land  and  industrial  speculation,  so  prevalent  two  years 
ago.  Nearly  all  the  enterprises  on  your  line  are  on  a  sound  footing,  Notwitli- 
standing  tbe  dulaess  In  the  iron  trade  the  company  bas  bandied  a  much  larger 
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tonnage  in  that  staple  than   it  handled  last  year,  and  all  the  furnaces  local  to 
your  line  are  to-day  in  operation. 

"In  view  of  the  important  transactions  of  the  past  year,  through  the  conversion 
of  the  preferred  stocks  into  a  fixed  charge,  and  in  the  acquisition  of  the  Eliza- 
bethtown,  Lexington  &  Big  Sandy  and  the  other  lines  in  Kentucky,  your  Board 
deem  it  proper  to  submit  to  you  an  outline  of  the  situation  as  it  has  appeared 
to  them  in  carrying  out  these  matters. 

"The  Chesapeake  and  Ohio  proper  (Fortress  Monroe  and  Washington  to  Cincinnati) 
earned  last  year  a  little  over  $9,000,000  gross  aud  $2,275  000  net.  As  may  be  seen 
from  the  earlier  pages  of  this  report,  there  has  been  included  in  operating 
expenses  a  very  large  sum  for  absolutely  new  work,  which,  in  view  of  the  high 
standard  of  efficiency  now  reached,  and  the  provisions  now  made  for  additions 
to  equipment,  etc.,  will  cease  to  a'  large  extent  from  this  time  forward.  It  is 
believed  that  after  allowing  liberally  for  maintenance  of  the  property  and  such 
additions  and  improvements  as  are  incidental  to  its  development,  and  which 
should  properly  be  charged  to  operating  expenses,  there  has  been  expended  in 
this  account  during  the  past  year  a  sum  of  over  $500,000,  which  may  be  added 
to  net  earnings  in  ascertaining  the  earning  capacity  of  the  Ohio  and  Big  Sandy ; 
and  the  Kentucky  and  South  Atlantic  may,  it  is  thought,  be  safely  put  down  as 
earning  a  minimum  of  $250,000.  This  would  make  a  total  of  over  $3,000,000  net 
earnings  for  the  year  just  closed  against  an  interest  charge  for  the  ensuing  year 
estimated  at  $2,880,000. 

"There  is  now  being  expended  upon  the  system  some  four  millions  of  new 
money  for  double  track,  branches,  wharves,  piers,  yards  and  equipment,  in  the 
expectation  that  it  will  lead  to  a  further  development  of  the  property,  and  all 
the  interest  upon  the  bonds  sold  for  paying  for  these  extensions  and  develop- 
ments (about  $200,000  per  annum)  has  been  included  in  the  fixed  charges  for 
the  ensuing  year,  while  no  allowance  has  been  made  in  the  statement  of  net 
earnings,  although,  of  course,  these  improvements  should  largely  increase  them. 

"Your  Board  offer   these  figures  as    a  statement  of  the  present  situation  as 
iewed  by  them. 

FINANCIAL. 

"The  company  is  in  a  strong  financial  condition,  as  may  be  seen  from  reference 
to  the  balance  sheet. 

"To  provide  for  outlays  made  and  to  be  made  for  new  construction  and 
equipment,  your  directors,  prior  to  the  creation  of  the  new  4j^  per  cent,  mort- 
gage, arranged  (as  already  stated)  to  sell  $4,000,000  of  the  bonds  accrued  there- 
by ;  but  as,  up  to  the  present  time,  only  a  portion  of  the  proceeds  has  been 
wanted,  it  has  obtained  temporary  advances  of  about  $2,000,000  (to  be  finally 
adjusted  later)  instead  of  delivering  the  entire  $400,000  bonds,  thus  effecting 
a  considerable  saving  of  interest,  as  if  the  bonds  had  been  delivered  their 
surplus  proceeds  would  (in  the  present  stagnant  money  market)  have  remained 
idle  in  bank  or  have  yielded  only  a  trifling  rate  of  interest.  It  is  believed  that 
the  proceeds  of  these  bonds  will  fully  provide  for  all  work  in  progress  (except 
the  Buckingham  and  Loup  Creek  extensions,  which  will  be  otherwise  arranged 
for)  and  all  equipment  yet  to  be  delivered  under  contracts  made." 


CHAPTER  LV. 

THE   RICHMOND   TERMINAL   SYSTEM. 

The  Richmond  and  West  Point  Terminal  Railway  and 
Warehouse  Company  has  a  more  perfect  control  of  the 
transportation  business  of  the  region  it  serves  than  any 
other  raih-oad  system  in  the  United  States;  a  glance  at 
Map  5  will  show  that  the  numerous  roads  united  by  this 
remarkable  corporation  have  no  rival  of  any  consequence 
in  the  Southeastern  part  of  the  RepubUc.  Intersecting 
Alabama,  Georgia,  the  two  Carohnas  and  Tennessee,  they 
connect  these  States  with  the  Mississippi,  the  Ohio  and 
the  North;  tapping  the  cotton  and  mineral  belts  they  form 
a  strong  local  system  with  a  large  movement  of  staples; 
and  crossing  and  recrossing  the  Southern  States  in  the 
principal  directions  they  constitute  some  of  the  most  im- 
portant through  routes  of  the  country. 

The  Richmond  Terminal  came  into  being  in  1880.  About 
that  time  Mr.  Jason  Gould,  who  controlled  the  Richmond 
and  Danville,  was  desirous  of  creating  and  controlling  a 
strong  system  in  the  South,  a  region  just  then  commencing 
to  show  the  first  signs  of  its  economic  resurrection.  The  charter 
of  the  R.  and  D.,  however,  debarred  it  from  leasing  roads  it 
did  not  directly  connect  with,  and  it  was  therefore  necessaiy 
to  devise  a  means  of  evading  the  law.  Mr.  Gould  has  never 
been  known  to  permit  any  enactment  to  interfere  with  his 
objects,  and  in  this  case  he  outwitted  the  statute  book  by 
founding  a  company  in  the  interest  of  the  R.  &  D.,  tbis 
new  corporation  —  the  Richmond  Terminal  —  having  for  its 
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object  the  acquisition  of  Southern  roads  which  to  all  intents 
and  purposes  would  become  auxiliaries  of  the  Richmond  and 
Danville  system. 

During  the  first  six  years  of  its  existence  the  R.  T. 
attained  no  great  prominence,  but  in  1886  the  purchase  of 
a  majority  of  stock  of  the  Richmond  and  Danville  elevated 
it  to  the  level  of  one  of  the  most  important  companies  of 
the  South.  In  1887  it  increased  its  significance  by  the 
purchase  of  $6,500,000  first  preferred  stock  of  the  East 
Tennessee,  Virginia  and  Georgia  system,  these  shares  having 
voting  control  over  the  company  until  1891,  and  in  1888 
the  Terminal  bought  all  the  stock  of  the  Georgia  Company, 
a  corporation  controlling  the  Central  RR.  and  Banking  Com- 
pany of  Georgia,  and  expressly  formed  to  evade  a  law 
which  would  have  prevented  the  Central  Georgia  system 
from  passing  into  the  control  of  the  R.  T.  Thus  the 
latter  obtained  influence  over  three  great  corporations 
which  embrace  most  lines  in  the  South.  The  Richmond 
and  Danville  is  controlled  through  ownership  of  49,762 
common  shares  out  of  500,000;  the  East  Tennessee,  Virginia 
and  Georgia  through  ownership  of  $6,500,000  first  preferred 
shares  out  of  a  total  of  $11,000,000  in  which  voting 
control  was  vested  until  1891;  the  Central  RR.  and  Bank- 
ing Company  of  Georgia  through  ownership  of  all  the 
stock  ($12,000,000)  of  the  'Georgia  Company,' which  again 
controls  the  Central  RR.  and  Banking  Company  of  Georgia. 
To  further  secure  the  ties  between  the  latter  and  the  Terminal 
it  has  been  leased  to  the  Georgia  Pacific  RR.,  which  in 
turn  is  part  of  the  R.  and  D.  system. 

The   three  principal   companies   control   then*  respective 
systems  in  the  following  manner: — 


776  THE  RICHMOND  TERMINAL  SYSTEM.  part  ix. 

The  Richmond  and  Danville 

Owns 1700  miles 

Directly  leases ' 581*0  „ 

Leases  against  earnings  and  guar,  of  bonds  .    .    .  207*0  „ 

Leases  against  earnings 1,446-5  „ 

Controls  through  investments )  182*0  „ 

^             »                 »            )  5(56  5  „ 

Total  railroads  controlled 3,1 53  0  „ 

Controls  Baltim.,  Ches.  and  Richmond  Steamboat  Co. 

The  East  Tennessee^   Virginia  and  Georgia 

Owns  and  directly  operates 4,265  0  ,, 

Controls  through  investment 1,31 0  0  „ 

Total  railroads  controlled 2,575*0  „ 

The  Central  RR,  of  Georgia 

Owns 311-25  „ 

Controls  through  investment 726*00  „ 

Leases •  542*75  „ 

Auxiliary  system 1,094*00  „ 

„         Ocean  Steamship  Co „ 

Total  railroads  controlled 2,674*00  „ 

Grand   total  Richmond  Terminal  system  (not 

including  steamship  lines ) 8,402,00  „ 

The  foregoing  summary  shows  that  the  three  auxiliary 
companies  in  spite  of  the  enormous  mileage  they  control 
really  own  but  1,700  miles,  more  than  two-thirds  of  which 
belong  to  the  East  Tennessee  company.  This  cu'cumstance 
enabled  Mr.  Gould  to  obtain  control  at  comparatively  small 
outlay,  and  although  the  R.  T.  owns  shares  and  bonds  with 
an  aggregate  par  value  of  $77,636,863,  the  amount  sufficient 
for  control  does  not  exceed  the  $22,500,000  (par  value)  of  stock 
enumerated  above.  Although  the  company  owns  wharves  in 
West  Point  and  a  small  raih-oad,  its  earnings  are  exclusively 
derived  from  its  investments  in  numerous  companies,  and 
all  these  earnings  are  available  for  distribution  among  Rich- 
mond Terminal  shareholders  as  soon  as  interest  upon  the 
collateral  bonds  is  paid.  Its  capital  consists  of  $70,000,000 
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common  shares— mostly  Vater' — $5,000,000  preferred  shares 
and  $20,565,000  collateral  ti*ust  bonds  secured  by  deposit 
of  the  greater  part  of  the  securities  purchased  by  the  com- 
pany. Below  are  statement  of  income  account  and  balance 
sheet  for  1890  and  1891. 


INCOME  ACCODNT,  YEAR  ENDING  NOV.  30. 


Beventu — 

Dividends  Richmond  &  Danville 

Dividends  East  Tennessee  1st  preferred 

Dividends  Central  Railroad  of  Georgia 

Interest  East  Tennessee  1st  mortgage 

Interest  on  State  of  Georgia  3>^  per  cent  bonds .    . 
Interest  on  Rich.  &  Danvlllo  equip.  6  p.c.  bonds .    . 

Interest  and  discount 

Interest  on  advances  to  companies  controlled,  not 

collected  but  charged  in  open  account 

Interest  on  bonds  owned  but  not  collected,  charged 

in  open  account 

Total 

Expenmes — 

Interest  6  per  cent,  collateral  trust 

Interest  5  per  cent,  collateral  trust 

Interest  on  Georgia  Company  bonds 

Dividends  on  preferred  stock 

Interest  and  discount 

General  and  legal  expenses.    .    .    .    , 

Taxes 


Net 


Total 


1890-91. 

8 

467.620 

175,664 

316.964 

18,000 

31.158 

21,000 

16,074 

72,463 

141.000 


1.259,933 

330.000 

553.250 

27,650 

249,850 

47,076 
19,176 

1,227.002 
32,931 


1889-90. 

8 
497,810 
448321) 
328.800 

7,500 


141,000 


1,423,430 

330,aX) 
512,650 

28.100 
249.847 
118.025 

74.476 


1,213,099 
210,330 


1891. 
$ 

90,761,313 

65.223 

1^,884 

900 

■    2  8,634 


92,336,954 

10,OOOX)40 

5,000,000 

5,500,000 

11,065,000 

7,280 

9,167 

755,507 


52,336,954 


1890. 
S 

90,280,146 

387,323 

1,077,816 

900 

526,742 


BALANCE  SHEET,  NOV.  30. 

Tr. 

stocks,  bonds  and  property 

Bills  receivable 

Due  by  companies  controlled 

Unpaid  subscriptions  to  rights  of  May  21 

Cash 

Total , 

Cr. 

Capital  stock,  common 

Capital  stock,  preferred. 

6  per  cent,  collateral  trusts  bonds 

5  per  cent,  collateral  trust  bonds 

Coupons  uncollected 

Preferred  stock  dividend  uncollected 

Profit  and  loss 

Total 


92,'.72,949 

70,000,000 

5,000,000 

5,5CO.00O 

11,065,000 

9,465 

5,910 

692,574 


92,272949 


778  THE  RICHMOND  TERMINAL  SYSTEM.  pakt  ix. 

The  R.  T.  depends  for  its  revenue  upon  its  investments, 
i.e.,  upon  the  performance  of  the  various  parts  of  the 
system.  Until  recently  the  three  auxiliary  companies  were 
doing  extremely  well  and  paying  gooddividends,  butin  1891 
a  change  set  in,  chiefly  in  the  affairs  of  the  Richmond  and 
Danville,  and  the  R.  T.  being  more  deeply  concerned  in  the 
welfare  of  this  company  than  in  that  of  the  others  it  was 
impossible  to  avert  a  crisis  in  which  all  parts  of  the  system 
became  involved.  The  Richmond  Terminal  defaulted,  the 
R.  and  D.  and  the  Central  Georgia  became  embarrassed  by 
their  floating  debts  which  resulted  from  advances  made  to 
subsidiary  concerns  under  the  stipulations  of  various  leases ; 
the  East  Tennessee  was  not  directly  embarrassed,  but  naturally 
suffered  in  sympathy  with  the  system  of  which  it  is  such  a  vital 
part.  The  Richmond  and  Danville  had  run  up  a  floating  debt  of 
$5,100,000,  the  Central  of  Georgia  one  of  $5,400,000,  and 
these  events,  it  is  gafe  to  presume,  cut  off  the  supply  of 
funds  from  the  Terminal;  no  report  for  1892  nor  any  official 
statement  being  issued  yet,  we  have  no  absolute  facts  to 
go  by,  but  this  surmise  seems  justified;  as  to  other  mat- 
ters we  are  entirely  in  the  dark,  and  it  is  possible  that  we 
shall  have  to  wait  long  for  the  light  of  official  or  other 
information.  The  greater  part  of  the  Richmond  Terminal 
affair  is  enshrouded  in  mystery;  only  the  effect  is  plainly 
visible.  We  know  that  three  systems  with  a  long  career 
of  uninterrupted  prosperity  came  into  the  receivers'  hands; 
of  the  real  causes  we  know  next  to  nothing.  Mr.  Gould 
is  the  principal  *boss'  of  the  R.  T.,  and  that  says  a 
good  deal;  it  explains  the  prevalence  »of  a  general  im- 
pression that  there  were  machinations  of  a  most  discredit- 
able type.  However  that  may  be,  in  the  autumn  of  1891 
there  were  rumours  to  the  effect  that  the  controlled  roads 
did  not  earn  fixed  charges,  and  disclosures  of  the  New  York 
Herald  caused  much  ^ alarm;  at  first  the  rumours  and  the 
enterprising  newspaper  were  contradicted,  but  they  quickly 
proved  substantially  correct.    As  soon  as  this  fact  was  re- 
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cognised  a  shareholders'  committee  of  investigation  was 
appointed  which  submitted  a  report  to  the  board;  the  latter, 
however,  rejected  this,  and  as  the  shareholders'  committee 
insisted  upon  the  accuracy  of  its  communication  the  board 
appointed  another  committee  which,  of  course,  was  opposed 
to  the  first.  The  shareholders'  committee,  presided  over  by 
Mr.  Olcott,  made  a  firm  stand  and  planned  a  thorough 
reorganisation  in  the  shape  of  a  consoUdation  of  all 
properties  except  the  Georgia  Central;  the  latter  is  en- 
deavouring to  obtain  judicial  nullification  of  its  lease  to  the 
Georgia  Pacific,  and  also  to  induce  the  Courts  to  pronounce 
the  control  of  the  R.  T.  illegal.  The  Olcott  committee 
submitted  an  elaborate  plan  providing  for  the  issue  of  some 
$500,000,000  of  new  securities,  and  asked  for  deposit  of 
shares  and  bonds;  but  although  many  deposits  were  made 
the  support  was  insufficient  and  the  project  could  not  be 
earned  out.  After  its  collapse  Messrs.  Drexel,  Morgan 
&  Co.  were  requested  to  effect  a  reorganisation,  but  that 
firm  refused  because  they  could  not  obtain  absolute  control ; 
no  doubt  there  was  secret  scheming  on  the  part  of  powerful 
people.  Soon  after  the  refusal  of  Messrs.  Drexel  Morgan  the 
Richmond  Terminal  defaulted  on  the  interest  of  its  collateral 
bonds  (Aug.  1st,  1892)  ^because  it  was  not  advisable  to 
borrow  funds  to  pay  interest  with,'  and  the  matter  remains 
in  suspense,  the  only  notable  event  since  the  default  being 
the  appointment  of  receivers  and  election  of  a  new  board 
by  the  stockholders.  The  receiver's  report  shows  the  existence 
of  a  floating  debt  of  $279,200,  while  $797,000  notes  of 
the  R.  and  D.  were  endorsed.  As  the  R.  T.  still  has  some 
$7,500,000  of  stock  in  its  treasury  there  was  no  urgent 
necessity  for  default ;  indeed  the  entire  affair  from  beginning 
to  end  seems  to  be  connected  more  with  speculative  designs  on 
the  part  of  the  powers  that  be  than  with  real  embarrassments. 
The  cumbersome  floating  debts  chiefly  arise  from  enormous 
expenditure  upon  improvements  of  a  by  no  means  urgent 
character  on  branch  roads;  but  for  these  all  obligations  could 


780  THE  RICHMOND  TERMINAL  SYSTEM.  partix. 

have  been  met,  for  the  earnings  of  theR.  andD.  and  Central 
Georgia  companies  are  reported  to  be  satisfactory  in  spite  of  the 
depression  prevailing  throughout  the  South.  Be  this  as  it  may, 
the  existing  difficulties  are  not  of  such  a  grave  nature  as  to 
render  an  adjustment  out  of  the  question,  and  as  soon  as  it  suits 
Mr.  Gould  and  his  associates  the  R.  T.  will  be  righted  again. 
There  have  been  rumours  to  the  effect  that  the  entu*e  com- 
bination would  collapse,  and  perhaps  this  would  be  the  most 
desirable  solution ;  but  in  his  Richmond  Terminal  Mr.  Gould 
possesses  such  a  very  pliable  gambling  implement  that  he 
can  hardly  feel  disposed  to  part  with  it. 
Below  are  details  of  the  three  subsidiary  systems. 

THE  RICHMOND   AND   DANVILLE. 

This  system  embraces  3,153  miles  of  railroad  connecting 
Washington,  D.  C. ,  Richmond  and  West  Point,  a  port  on 
one  of  the  inlets  of  Chesapeake  Bay,  with  Savannah,  Port 
Royal,  Arkansas  City  on  the  Mississippi,  (in  touch  with  the 
Iron  Mountain  RR.)  numerous  points  in  Georgia,  the  cotton 
belt,  the  Alabama  mining  districts,  and  many  junctions  of 
the  Central  Georgia  RR.  The  main  roads  communicate  with 
the  East  Tennessee,  Virginia  and  Georgia  system  for  Mobile 
and  New  Orleans,  and  with  the  Pennsylvania  system  for  the 
great  cities  of  the  East.  The  company  originated  in  1847, 
and  the  line  from  Richmond  to  Dauville  was  opened  in  1856. 
But  170  miles  of  the  total  system  are  owned,  the  remainder 
of  2,983  miles  being  leased.  Nearly  all  leases  are  for  99  years, 
and  all  subsidiary  roads  receive  their  own  net  eai*nings  as 
rental.  In  many  cases,  however,  the  company  guarantees 
the  interest  on  bonds;  where  this  is  not  the  case  it  makes 
advances  in  the  case  of  insufficient  earnings,  these  advances 
to  be  repaid,  with  interest  at  6  p.c,  before  any  dividend 
can  be  declared.  As  will  be  seen  below  this  method  compels  the 
company  to  make  large  advances  because  of  the  heavy  deficits  ot 
the  Ga.  Pac.  The  latter  road  was  added  to  the  system  in  1888, 
and  sub-leases  the  Georgia  Central  in  the  interest  of  theR.  andD. 
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Until  some  years  ago  the  company  was  debarred  by  law 
from  leasing  roads  it  did  not  directly  connect  with,  and  this 
caused  the  Richmond  Terminal  to  be  created.  The  latter  now 
owns  nearly  every  one  of  the  50,000  shares  issued  by  the 
R.  and  D.  and  many  of  its  bonds.  Until  recently  the  R.  and  D. 
was  in  a  position  to  pay  good  dividends;  as  much  as  10  p.c 
could  be  declared  in  1889,  1890  and  1891.  The  deficiency 
arising  from  the  lease  of  the  Georgia  Pacific,  however,  caused 
a  sudden  demand  upon  the  treasury  which  resulted  in  the 
appointment  of  a  receiver  on  June  16th,  1892.  This  deficit 
resulting  chiefly  from  improvements  the  necessity  of  which 
is  not  universally  recognised,  it  need  hardly  be  said  that  this 
change  is  commonly  supposed  to  be  connected  with  the 
speculative  designs  of  the  Richmond  Terminal  gang.  Had 
the  R.  and  D.  not  been  burdened  with  ruinous  obligations  it 
would  have  remained  in  a  flourishing  condition;  its  earning 
capacity  is  still  as  good  as  ever,  and  as  will  be  seen  below 
it  would  not  be  difficult  to  restore  the  company  to  its  former 
sound  position — a  step  which  will  no  doubt  be  taken  as  soon 
as  Mr.  Gould  thinks  the  time  has  come. 

Subjoined  is  a  statement  of  income  account  taken  from 
the  company's  last  annual  report. 
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PART  IX. 


Gross  income 

Operating  expenses »   .  .  . 

Net  earnings 

Fixed  charges,  sinking  funds  and  taxes . 

Surplus 


1890  91. 
$ 

3,009,737 


2,937,622 
1,725,219 


1,212.403 


Changes 
for  the  year. 

$ 
Inc.     346,646 
Dec.    101.741 


Inc.    448361 
Dec.     13,178 


Inc.    461,593 


Auxiliary  system,  consisting  of  operating  leases  and  companies  controlled, 
average  mileage  2,015  5 : 


Gross  earnings 
Expenses.    .    . 


Net  ...    . 
Deduct  fixed  charges 


Surplus , 

Total  surplus  over  operating  expenses  and  all 
charges  of  the  R.  &  D.  system  exclusive  of  the 
Georgia  Pacific 


6,376.575 
4.310,397 


2.066,178 
1,954,471 


Georgia  Pacific j  556  miles: 

Gross  earnings 

Expenses 


Deficit 

Fixed  charged  and  taxes 


Total  deficit  (Georgia  Pacific) 
Improvements  and  betterments    .    . 
'Extraordinary  expenses 


Total  deficit. 


111,707 
1,324.110 


1,889,315 
1,902,132 


Inc.     544,055 

205.648 


n. 
n 


12  817 
867,580 


880,397 
426,992 
202.141 


l,5(.i9,531 


Inc. 


n 
n 

M 

n 


338,396 
39,950 

298,447 
759,986 


126.377 
354,701 

228,324' 
136,105 

364,429 
231,787 
202.141 

798358 


•  The  item  of  extraordinary   expenses  is  charged  separately  because  due  to 
repairs  which  should  have  been  distributed  through  previous  years. 

The  capital  of  the  Richmond  and  Danville  proper  consists 
of  $5,000,000  common  stock  and  $16,136,000  bonds.  The 
system  issued  $43,482,950  stock  and  $87,314,126  bonds, 
$10,707,354  of  the  former  and  $69,927,661  of  the  latter 
being  in  the  hands  of  the  public;  the  remainder  is  owned 
by .  the  Richmond  Terminal  Co.  A  statement  issued  in  March, 
1892,  showed  the  existence  of  a  floating  debt  of  $5,100,000; 
this  debt  is  caused  by  advances  to  other  roads,  and  there- 
fore offset  by  credits,  but  these  floating  assets  are  not  real- 
isable. That  the  Richmond  and  Danville  proper  possesses 
a  strong  vitality  is  proven  by  the  following  statistics  which 
relate  to  the  main  line  and  branches,  the  Mil.  &  Suth.  RR., 
State  University  RR.,  Piedmont  RR.,  Rich.  York  R.  &  Ches. 
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RR.,  No.  Car.  RR.,  and  At.  &  Char.  Ry.,  in  all  751  miles. 


OPERATIONS. 


Mileage  operated  June  30.  .  .  . 

Psissengers  carried 

Freight  (tons)  carted 

Freight  (tons)  carried  one  mile 
Rate  per  ton  per  mile 


1890-91. 
751 

1,084,477 
2,969,829 
274,520,689 
1  20  cts. 


EARNINGS  AND  EXPENSES. 


Earnings — 

Passengers 

Freight 

Mail,  express,  etc.  (including 

investments) 

Total . 

Expenses — 

Transportation 

Motive  power 

Maintenance  of  cars 

Maintenance  of  way 

General. 

Taxes 


Total 3037.067 

Net  earnings 2907,716 

Percentage    of  operating  ex- 
penses to  earnings  .... 

.  INCOME  ACCOUNT. 


1891-92. 


Net  earnings 

Deduct — 

Rentals 

Interest 

Dividends 

Sink,  fund  for  equipmt.  bonds. 


Total 
Surplus . 


1891-92. 

$ 
2,907,716 

1,135,316 
824,195 
250.000 
100,145 


2309,656 
598,060 


1890-91. 

$ 
1,498.815 
3290.443 
1,158,101 


5,947,359 

1,084,083 
918,902 
308,141 
499  227 
199.884 
75,754 


3.085,491 
2,861,868 

51-88 


1890-91. 

$ 
2,861,868 

895,350 
764,115 
5CO,000 


2,149,465 
712,403 


1889-90. 
751 

980,568 
2,777,342 
258,668,764 
1.21  cts. 


1889-90. 

$ 
1,423.551 
3,125,251 
1,051,911 


5,600,713 

973488 
840,788 
312,131 
774,833 
210,212 
75,430 


3,186,882 
2,413,831 


1889-90. 

$ 
2,413,831 

I  1,662,967 
500.000 


THE    EAST   TENNESSEE,   VIRGINIA   AND    GEORGIA   SYSTEM. 

The  E.  T.,  Ya.,  and  Ga.  Rd^Hway  Co.  succeeded  the  Rail- 
road! Co.  of  the  same  name,  which  was  sold  in  foreclosure 
in  May,  1886.  The  system  consists  of  2,576  miles  of  road, 
of  which  1,265  miles  are  owned,  the  remainder,  including 
the  Alabama  Great  Southenj  and  Cincinnati,  New  Orleans 
and  Texas  Railroads  being  controlled  through  ownership 
of  stock.  The-  company's  Unes  connect  Cincinnati,  Bristol 
(on  the  Norfolk  and  Western)  and  the  Richmond  and  Dan- 
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ville  system  with  Brunswick,  a  port  in  Georgia,  with  Mobile, 
and  with  Meridian,  where  the  system  meets  the  Cin.,  N.  O., 
and  Tex.  Pac.  RR.  for  New  Orleans.  The  system  has  a 
large  mineral  and  cotton  traffic,  and  occupies  a  commanding 
position.  With  a  slight  increase  in  mileage  its  freight  traffic 
has  more  than  doubled  since  1886,  and  during  the  same 
period  its  traffic  revenue  rose  more  than  50  p.c.  The  total 
system,  including  the  lines  in  which  the  company  has  an 
interest,  has  an  aggregate  share  capital  of  some  77  milUon 
dollars,  and  a  bonded  debt  of  nearly  57  millions.  The  E.  T., 
Va.  &  Ga.  proper,  however,  has  a  capital  stock  of  $27,500,000 
common,  $11,000,000  first  and  $18,500,000  second  preferred, 
(both  5  p.c,  non-cumulative)  and  a  bonded  debt  amounting 
to  $36,960,000,  three-eighths  of  which  has  been  issued  since 
1887,  in  consequence  of  which  interest  charges  have  grown 
considerably;  as  already  stated,  the  Richmond  Terminal 
exercises  control  through  ownership  of  a  majority  of  first 
preferred  stock.  The  position  of  the  company  is  a  sound 
one,  and  as  is  shown  by  the  subjoined  statement  it  has 
during  each  of  the  past  four  years  earned  enough  to  pay 
5  p.c.  on  its  first  preferred  stock.  Nevertheless,  the  embar- 
rassments of  the  Richmond  Terminal  caused  the  company's 
affairs  to  be  placed  in  the  hands  of  a  receiver;  it  has, 
however,  been  officially  stated  that  no  reorganisation  but 
only  a  slight  adjustment  is  needed.  Below  are  statements 
relating  to  traffic  earnings,  income  and  expenditure. 
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East  Tennessee,   Virginia  and  Georgia  BR. 


Tian 

nilMfl" 

F^i^ns 

w  Traffic. 

..ff/it  rr 

flic. 

mui^      J, 

U. 

JUmti^, 

tow 

a,;,, 

KitlHUI. 

June  SO. 

1883 

1,023 

3iA           2 

1 
81     1       985.*79 

171'8 

51 

2.60.1.22:, 

8a» 

302           H 

«    1     1,207,229 

424  8 

91 

3^15.067 

5240 

0-91 

4,744.920 

EAUNINGS    AND    EXPENSES. 


Paseenger , 

Freight 

M&il,  expiesa,  etc.  ■  .  .  • 

Totitl  gross  earnlDgB  ■ 

Opsrutitig  /ipmiii— 

Maintenance  of  way,  etc. 

MalnteDancc  of  cars  .  .  . 

Transportation  oipenaea  . 

Motive  power 

Taies 

General 

Total  _.._ 
Net  earnings 

Biceipls— 

Net  earnings 

Uiaceiianeona  receipts  .  . 
Total  net  income.  .  ■ 

Interest  on  bonds 

5  p  c.  on   first  prsf.  stocl<  i 

Uisceiianeoiis 

Total  disbursements  . 


6,718,730 
704.359 


644,444 
496,187 
I.4B5.518  I 


5»4,S5I 
30O,3» 
1,156,791 
1.06e,7U 
133,9*4 


174,441  I      2,073,2411  I 
INCOME  ACCODNT. 


r.  171,1» 


THE  CENTEAL   RR.   AND   BANKING  CO.   OP  GEOEGIA. 

The    Central   Railroad    which   was   the  nucleus    of    this 
system    is   one  of  the  oldest  railways  in  the  world,  having 

American  Baitroails.  50 
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been  started  in  1835  and  completed  in  1843;  it  amalga- 
mated in  1872  whit  the  Macon  and  Western  RR.,  which  was 
begun  in  1833.  Since  this  consolidation  the  system  has 
constantly  expanded  with  the  result  that  to-day  the  company 
owns  and  leases  854  miles,  while  it  further  practically  owns 
(through  possession  of  nearly  all  their  stocks  and  bonds) 
roads  with  an  aggregate  length  of  726  miles,  so  that  the 
corporation  possesses  some  1,580  miles  of  road.  In  addition 
it  has  a  controlling  interest  in  various  railroad  companies 
with  a  total  of  1,094  miles,  in  steamship  companies  and  in 
a  bank.  The  share  capital  consists  of  $7,500,000,  of  which 
the  R.  T.  holds  $4,220,000—  $4,000,000  of  this  indirectly, 
the  Georgia  Company  having  been  formed  for  the  purpose  of 
evading  inconvenient  laws.  The  Georgia  Central  system 
is  leased  to  the  Georgia  Pacific  of  the  Richmond  and 
Danville,  likewise  to  evade  the  enactments  of  the  Georgia 
Legislature.  The  system  connects  numerous  points  in  Georgia 
with  Savannah  and  Port  Royal,  two  ports'  on  the  Atlantic 
coast. 

For  many  years  this  road  was  one  of  the  most  prosperous- 
in  the  States,  and  paid  heaA^r  dividends.  In  1888,  however, 
the  Richmond  Terminal  obtained  control,  an  event  which 
was  confirmed  by  the  lease  to  the  Georgia  Pacific;  and 
the  company  has  recently  contracted  a  cumbersome  floating 
debt  in  connection  with  construction  and  betterments.  The 
Richmond  and  Danville  claims  $2,300,000  from  it,  but  the 
Georgia  has  set  up  a  counterclaim  and  litigation  has  ensued, 
the  case  being  rendered  veiy  complicated  owing  to  the 
legality  of  the  lease  being  disputed  while  in  addition  some 
gross  irregularities  connected  with  the  control  thi^ough  the 
Georgia  Company  have  been  brought  before  the  Court. 

However  these  disputes  may  be  decided,  it  is  certain 
that  a  very  prosperous  company  came  to  grief  owing  to 
its  connection  with  the  R.  T.  In  spite  of  a  remarkable 
expansion  of  traffic  the  business  of  1890-91  resulted  in  the 
first   deficit  the  company  had  had  for  many  years,  a  direct 
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consequence  of  an  alarming*  increase  in  fixed  charges.  In 
addition  to  this  deplorable  feature  there  is  a  floating  debt, 
already  referred  to,  which  was  adjusted  in  1891  by  means  of 
a  loan  secured  by  the  company's  own  bonds;  but  when 
default  was  made  in  July,  1892,  this  loan  fell  due  at  once. 
Meantime  floating  liabilities  had  increased  fui^ther,  and  now 
the  unfunded  debt  amounts  to  about  $5,400,000  exclusive  of 
$1,000,000  car  trusts.  What  course  will  be  taken  in  order 
to  afford  the  requisite  relief  it  is  impossible  to  say  at  present. 
Below  are  the  latest  statements  of  earnings,  income  account 
and  balance  sheet: — 


Passengers  carried,  No 
Tons  carried  one  mile 


OPERATIONS. 

1890-91. 

531.034 
89,915,211 

EARNINGS  AND  EXPENSES. 


Gross  earnings  .     . 
Operating  expenses 


•1,771,160 
1,178,886 


1889-90. 

408,863 
66694,414 


1,546,088 
], 01 5,326 


Net  earnings 

Percentage  of  expenses  to  earnings.     .     . 

INCOME  ACCOUNT. 

Net  earnings 

Disbursements — 

Interest  paid 

Rentals 

Construction  and  equipment 

Taxes  

Miscellaneous 


Total 


592,274 
66-50 


592,274 

434,033 

58.460 

205.864 

♦96,861 

7,550 


802,768 


Balance I  Def.  210.494 


530,762 
65-60 


530,762 

173.421 
17,731 

179,966 

19,758 

7,966 


398,842 
Sur.  131,920 


Balance  Sheet,  Central  BB.  &  Banking  Co.  of  Georgia, 

July  1st,  1891 


l)r. 
RR.  &  appurtenances 
Bailroad  equipment. 
Bank  capital .... 

Real  estate 

Lessees 

Central  Trust  Co. . . 
Bills  receivable.  .  . 

Bonds 

Stocks   

Profit  and  loss .  .  . 
Cash 


12.400,000 

1,439,388 

500,000 

217,654 

8791 

51.603 

1,095,925 

4,592,554 

6,508,512 

432.065 

162,834 


27,409.339 


Cr. 

Capital  stock 

Certificates  of  indebtedness 

Bonds  of  1872 

Collateral  trust  bonds   .  . 

Bills  payable 

Unclaimed  dividends  .  .  . 

Car  trust  and  locomotive 

noies  .......... 


7,500.000 
4,600.000 
4,999,000 
4,880.000 
3,795,119 
195,131 

1.439,318 


27,409,339 


50* 


CHAPTER  LVI. 

MINOR  MEMBERS    OF    THE   SOUTHERN   GROUP. 

Although  the  Southern  States  contain  some  of  the  oldest 
settlements  in  America,  their  development  began  later  and 
proceeded  slower  than  that  of  most  other  parts  of  the  Re- 
public ;  in  consequence  the  construction  of  railroads  on  a 
vast  scale  began  later  than  elsewhere,  the  various  periods 
in  the  process  of  evolution  came  later,  and  railroad  condi- 
tions in  general  have  not  yet  reached  a  stage  through 
which  lines  to  be  found  in  other  sections  passed  long  ago. 
For  example,  the  process  of  consoUdation  which  is  so 
marked  a  feature  of  the  American  railroad  system  began 
much  later  here  than  elsewhere;  in  fact,  it  dates  back  no 
fui1;her  than  1880,  and  assumed  no  formidable  dimensions 
before  1886,  when  the  Richmond  and  Danville  was  acquired 
by  the  Richmond  Terminal.  After  that  date,  however,  it 
progressed  at  a  very  quick  pace.  The  last  six  years  have  seen 
the  rise  of  Mr.  Gould's  remarkable  though  unstable  system, 
the  Richmond  Terminal,  which  until  the  beginning  of  its 
adversities  grew  year  by  year.  The  Chesapeake  and  Oliio 
has  acquired  several  other  roads  since  its  reorganisation ;  the 
Norfolk  and  Western  has  absorbed  the  Shenandoah  Valley,  the 
Lynchburg  and  Durham  and  the  Roanoke  and  Southern; 
the  Louisville  and  Nashville  has  bought  and  leased  many  small 
roads,  the  Illinois  Central  has  amalgamatedwith  the  New  Or- 
leans and  Texas,  and  thus  the  five  leading  systems  have  all  made 
considerable  additions  to  their  mileage  during  the  last  few  years. 
Yet  the  process  of  consolidation  has  hardly  begun,  and  there 
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remain  in  this  section  a  greater  number  of  independent 
lines  tlian  in  any  other  region  of  tlie  United  States.  In 
all  probability,  however,  the  majority  of  these  will  either 
amalgamate  with  each  other  or  become  absorbed  by  the  large 
systems,  and  for  that  reason  particulai's  pertaining  to  the 
most  notable  among  them  are  given  below. 

Alabama  Great  Southern, — This  road  is  part  of  the  Richmond 
Terminal  system  and  is  shown  on  Map  5 ;  it  is  295  miles  long, 
and  belongs  to  an  English  company,  controlled  by  the  E.  T., 
Va.  &  Ga.,  and  capitalised  as  follows:  Common  shares  1,566,000^, 
i)  p.  c.  preferred  shares  676,070/.,  1st  mortgage  6  p.c.  gold  bonds 
1,750,000^,  5  p.c.  sterl.  bonds  476,000L,  6  p.c.  gold  debentures 
134,000Z.,  income  certificates  53,257/.  The  company  owns  jointly 
with  the  E.  T.,  Va.  &  Ga,  $1,000,000  shares  of  the  Cincinnati,  New 
Orleans  and  Texas  Pacific,  with  which  the  road  connects  for  Cincin- 
nati. Gross  earnings  for  the  year  ending  June  30th,  1892,  were 
$1,858,039,  net  $444,730;  total  net  revenue  $464,730,  interest 
on  bonds  $248,220.  In  1891  preferred  shares  received  6  p.c, 
common  shares  1)^. 

Alabama  Midland, — The  Plant  Investment  Co.  {q,  v.)  controls 
this  road,  which  is  209  miles  long  and  connects  Montgomery,  on 
the  L.  and  N.  system,  with  the  other  Plant  roads  and  steamers. 
The  company  issued  $2,625,000  common  and  $1,600,000  preferred 
stock,  almost  entirely  owned  by  the  Plant  Co.,  and  $3,100,000 
6  p.c.  bonds;  it  is  proposed  to  reduce  the  interest  on  $2,800,000 
of  these  bonds  to  5  p.c.  The  company  earned  in  1890  $539,290 
gross. 

Alabama,  New  Orleatis,  Texas  and  Pacific  Junction  BB.  Co., 
Limited. — This  is  an  English  company  controlling  the  Alabama 
and  Vicksburg,  142  miles;  Vicksburg,  Shreveport  and  Pacific, 
189  miles;  New  Orleans  and  Northeastern,  195  miles ;  and  Spanish 
Fort  Ilailways,  3  miles,  a  total  of  529  miles.  The  lines,  shown 
on  Maps  4  and  5,  connect  the  Richmond  Terminal  system,  which 
they  meet  in  Meridian,  Mi.,  with  New  Orleans  and  Gould's 
Southwestern  system.  The  company  exercises  control  through 
ownership  of  the  following  securities : — Alabama  and  Vicksburg — 
$30,000  1st  mortgage,  $141,100  consols,  $387,700  2nd  mortgage 
incomes  and  $387,700  stock;  Vicksbiu*g,  Shreveport  and  Pacific- 
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$3,692,000  ist  mortgage,  $1,364,000  3rd  mortgage,  $494,860 
incomes  and  $1,594,000  stock;  New  Orleans  and  Northeastern, 
$4,900,000  1st  mortgage  and  $4,320,000  stock;  New  Orleans, 
Spanish  Fort  and  Lake  RR.,  $300,000  1st  mortgage  and  $200,000 
common  stock;  of  Cincinnati  Southern,  $532^000  stock. 

The  company  issued  the  following  securities :  2,500,000^.  deferred 
shares,  1,500,000Z.  preferred  shares,  748,850Z.  'A*  debentures, 
1,048,390?.  'B'  debentures  and  810,700Z.  'C  debentures,  all 
entitled  to  5  p.c.  interest  if  earned.  During  the  15  months  ending 
December,  1891,  its  revenue  from  investments  was  76,4962.  permit- 
ting of  the  payment  of  5  p.c.  in  full  on  *A'  and  of  21/2  p.c. 
on  *  B '  debentures  ;  after  these  payments  there  remained  a  balance 
of  1,833Z.  The  company  was  reorganised  in  1890,  after  being 
managed  by  a  receiver  since  November  1887. 

The  followiiig  table  shows  the  comimmfs  revenue,  etc. 


OPERATIONS  AND  FISCAL  RESULTS. 


Miles  of  road  operated.  .  .  . 

Operations — 
Million  pass.  car.  one  mile  . 

Passenger  rate 

Mill,  tons  of  freight,  one  mile 
Freight  rate 


Earnings — 
Passenger  .  .  . 
Freight   .... 
Mail  service .  . 
Express  service 
Miscellaneous   . 


Total 

Op.  expen.  and  taxes  .... 

Net  earnings 

Percentage  of   op.  expen.   to 
earnings 


1891-92. 
336 

41,6 

224  cts. 
407.7 
0.78  cts. 

1890-91. 
336 

42,3 

2.34  cts. 
354,5 
0.88  cts. 

1889-90. 
336 

42.6 

2.25  cts. 
332,8 
0.92  cts. 

$ 

933,144 

3.177,270 

105,882 

85,622 

35,580 

4,337,498 
3,199,810 

1.1.37,688 

7376 

$ 

989,975 
3,154.057 

107,149 
88,601 
39,361 

S 

959.119 

3,122,674 

105,749 

81,980 

39,622 

4379,143 
3,024,502 

4,309,144 
2,728.181 

1,354,641 
i        6907 

1.580,963 
63-31 

1888-89. 
336 


34,2 
2,32 

^9o,«7 

0.88  cts. 


cts. 


794,399 

2,672,151 

96,315 

60,527 

32,467 


3,655859    ; 
2,510,603    j 


INCOME  ACCOUNT. 


Net  earnings.  .  . 

t'educt — 
Cash  rental  .  .  . 
Betterment  rental 
Interest  .... 
.•Dividends  .... 


Total 


1,137,688 

984,043 

140,974 

cr.     896 

60.000 


1,184,121 


Balance Idef.  46,433 


1.354,641 

912,000 

179,828 

174 

60,000 

I    1,152,002 
isur  202,638 


1,580,963 

912,000 

115,906 

3,447 

180,010 


1,145,256 
68-67 

1,145,257 

912.000 
232,878 

90,000 


I    1,211,353 
:sur.369.610 


1,234,878 
def.  89,621 
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Alabama  and  Vicksburg. — This  road  forms  part  of  the  above 
system,  and  connects  Vicksburg  with  Meridian.  The  company- 
issued  $700,000  common  shares  and  has  $1,000,000  6  p.c.  and 
$216,800  5  p.c.  bonds  outstanding.  Earnings  for  the  year  ending 
June  30th,  1892,  were:  gross$687,462,  net  $137,000;  the  company 
paid  its  first  dividend  (3  p.c.)  in  November,  1890,  and  another, 
also  3  p.c.  in  November,  1891. 

Atlanta  and  Florida.— 'Rxmmng  from  Atlanta  to  Fort  Valley 
on  the  Central  Georgia  ER.,  a  distance  of  105  miles,  this  road 
will  eventually  be  extended  to  tidewater.  At  present  it  is  in  the 
hands  of  a  receiver,  having  defaulted  on  its  interest  early  in  1892. 

Cape  Fear  ar.d  Yadkin  Valley. — This  road,  the  greater  part 
of  which  is  completed,  will  soon  meet  the  Pulaski  branch  of  the 
Norfolk  and  Western  at  Virginia  State  Line,  and  will  connect  that 
system  with  Wilmington,  a  port  in  South  Carolina.  $3,000,000 
stock  are  authorised,  of  which  $1,960,400  are  outstanding; 
$3,526,000  6  p.c.  bonds  are  issued  in  addition.  During  the  twelve 
months  ending  June  30th,  1892,  net  earnings  were  $239,458 ; 
obligatory  interest  charges  $183,240. 

Carolina  Central — Connecting  Wilmington,  S.  C,  with  Ruther- 
ford ton.  This  road  is  276  miles  long,  and  is  controlled  by  the  Sea- 
board and  Roanoke  {q.  v.)  During  the  year  ending  June  30th, 
1891,  the  company  earned  $25,429  over  and  above  fixed  charges. 

Charleston,  Cincinnati  and  Chicago. — When  completed  this  road 
will  run  from  Sumter,  N.  C,  to  Richardson,  Ky.,  a  distance  of 
509  miles ;  at  present  only  175  miles  —  from  Camden,  S.  C,  to 
Marion,  N.  C.  —  are  in  operation,  and  connect  with  the  Southern 
Carolina  RR.  for  Charleston.  The  company  has  been  reorganised 
recently. 

Charleston  and  Savannah. — This  road  is  part  of  the  Plant 
system  (Map  5)  and  has  a  length  of  125  miles.  In  1891  the  line 
earned  $62,108  over  fixed  charges  and  paid  6  p.c.  on  its  ist 
preferred  incomes,  as  in  the  preceding  year. 

Charleston,  Sumter  &  Northern. — Like  so  many  of  the  smaller 
Southern  systems  this  road  is  in  the  hands  of  a  receiver,  although 
a  reorganisation  is  in  progress.  It  controls  150  miles  of  track  from 
Pregnalia,  S.  C,  to  Gibson  Station,  S.  C. 

Chesapeake  and  Ohio  Southwestern. — Before  1881  this  road  was 
known  as  the  Memphis,  Paducah  and  Northern  RR.,  but  when 
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reorganised  in  that  year  it  received  its  present  name.  Uniting* 
Louisville  with  Memphis,  it  formed  partofMr.  Huntingdon's  three 
roads  connecting  Newport  News  with  New  Orleans  (p .  765)  The 
company  is  controlled  hy  and  leased  to  the  Newport  News  and 
Mississippi  Valley  RR.  Co.,  which  pays  as  rental  interest  on 
funded  deht  if  earned,  and  not  more  than  6  p.c.  on  the  stock, 
also  if  earned.  The  capital  consists  of  $6,030,000  common  and 
$3,696,000  6  p.c.  preferred  shares  and  $10,526,000  6  p.c.  bonds, 
interest  on  which  can  he  paid  out  of  earnings,  which  in  1891 
amounted  to  $2,341,990  gross  and  $779,143  net. 

Florida  Central  and  Peninsula, — This  is  rather  an  important 
system,  crossing  Florida  from  East  to  West  and  connecting  the 
Louisville  and  Nashville,  which  it  meets  in  River  Junction,  with 
Jacksonville  on  the  Atlantic,  and  Jacksonville  with  Tampa,  a 
Gulf  port  in  Florida.  The  system  is  666  miles  long,  and  is  out- 
lined on  Map  5.  The  capital  of  the  company  consists  of  $20,000,000 
common  stock,  $1,582,000  1st  preferred  5  p.c.  cumulative,  and 
$4,500,000  second  preferred  non-cumulative;  5  p.c.  gold  mort- 
gages to  the  extent  of  $3,428,000  are  outstanding.  Earnings  for 
the  year  ending  June  30th,  1891:  gross  $1,341,871,  net  $270,210, 
first  charges  155,762 ;  these  figures  relate  to  577  miles  of  road. 
During  the  current  year  a  remarkable  increase  in  earnings  seems 
to  have  taken  place ;  at  least  for  the  nine  months  ending  March 
31st,  1892,  net  earnings  were  reported  to  amount  to  $439,669. 

Georgia^  Carolina  and  Northern, — This  road  connects  Monroe, 
N.  C,  with  Atlanta,  is  268  miles  long,  and  was  completed  in 
April,  1892.  It  is  part  of  the  Seaboard  and  Roanoke  system,  which 
guarantees  its  bonds  by  endorsement. 

Georgia  Southern  and  Florida, — Connects  Macon,  Ga.,  with 
Palatka,  Fla.,  and  is  285  miles  long.  The  road  was  completed 
in  1890:  its  capital  consists  of  $4,275,000  common  stock  and 
$3,420,000  6  p.c.  gold  bonds;  the  coupon  due  July,  1892,  has  not 
been  paid  yet,  the  January  coupon  being  five  months  overdue  when 
met.  The  company  is  in  the  hands  of  a  receiver. 

Jacksonville,  Tampa  and  Key  West,—  This  system  connects 
Jacksonville  with  numerous  points  in  the  Morida  Peninsula  (see 
Map  5)  and  is  200  miles  long.  The  company  controls  the  Florida 
Southern  and  other  lines  with  an  aggregate  length  of  307  miles, 
and   the   accounts   of  these  two  companies  are  officially  reported 
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to  be  'very  much  mixed  up  together.*  Both  have  a  land  grant, 
jointly  owned,  embracing  1,500,000  acres,  but  not  very  valuable ; 
and  are  managed  by  an  official  receiver,  though  they  meet  their 
charges.  Earnings  of  the  J.,  T.  andK.  W.  for  1891-92  were:  gross 
$781,824,  net  $341,709,  first  charges  about  $140,000. 

Kansas  City,  Memphis  and  Birmingham.  —  As  stated  on  p.  553 
this  road  is  controlled  by  the  K.  C.,  Fort  Scott  and  Memphis^ 
it  is  277  miles  long,  and  connects  the  Southwestern  road  with 
Birmingham,  Ala.  The  bonded  debt  consists  of  $6,892,000  5  p.c. 
gold  bonds  and  $3,689,000  equipment  trust  bonds,  the  share  capi- 
tal is  $5,956,000,  one-half  of  which  is  owned  by  the  K.  C, 
F.  S.  andM.  Apart  from  this  capital  there  are  $861,500  coupon 
interest  notes,  five  coupons  having  been  funded  because  interest 
was  not  earned.  The  year  1891-92  closed  with  a  deficit  of 
$203,594;  gross  earnings  amounted  to  $1,174,372,  net  to  $215,291. 

Mobile  and  Ohio.  —  Map  5  shows  that  this  road  connects  St. 
Louis  with  Mobile,  a  Gulf  port;  the  system  operates  687  miles 
and  includes  the  St.  Louis  and  Cairo  ER.,  152  miles  long,  which 
it  leases.  The  capital  of  the  company  consists  of  $5,320,000 
common  stock  ($10,000,000  authorised)  $8,000,000  6  p.c.  gold 
bonds,  $8,219,430  4  p.c.  general  mortgage  bonds,  and  $657,832 
6  p.c.  equipment  bonds.  Subjoined  tables  show  the  position  of 
the  company: — 


TRAFFIC  STATISTICS. 


Mileage  operated 

Operations — 
MUlion  passengers  carried  one  mile 

Passenger  rate 

Million  tons  freight  carried  .     .    . 
Freight  rate 


1891-92. 
687 

19,9 
2.32c. 
302.0 
0.845c. 


1890-91. 
687 

203 
2.36c. 
360,1 
0.866c. 


1889-90. 
687 

19,5 

^oqC. 

255,7 
0.912c. 
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BAENINQS  AND 

EXPENSES 

1891-92. 
« 

462,776 
2354,407 
153.631 
272,W6 

3.443,760 
2357,467 

1,(86,293 

420.000 
60.000 
18J.789 

318,520 

59,821 

1,044.130 

•42,163 

1893-91. 
S 

479,691 
2,6S3,444 

1^,195 

1889-90. 

e 

462,314 
2,33a019 
116361 
261,737     1 

Freight-     .    ■ 

3,659,138 
2,343,425 
1,215,713 

420.000 
60,000 

191.914 
12,238 

3I2£50 
73,500 

3,173,431 
2,102.513 

Operating  espensca  »nd  taxes  .... 

K«t  earnings 

Dtsbvrlmenls— 

Interest  on  iBt  morleaee 

Interest  on  lat  morteage  ei 

Rental  of  St.  L.  &  f! 

Interest  on  general  mortgage  .... 
Interest  on  car  tcnst,  elc 

1,070.918 

420.000     '■ 
60,000     ■ 

172,128 
19.982     . 

232.925     , 
T3,52> 

Sntplua 

IJWftSOO 
•145.213 

978,557 
•92,361 

In   addition  to  operating  eipenses  there  were  disbursed  Cor  equipment  and 
new    constraotlon  82oa481   in   1889-90,  »451,980  in  1890-91  and  9218070  in  ie9i-»2 

BALANCE  SHEE 

.  JUNE  30. 

189192.          189091. 
S         1         3 

1889-90. 
» 

22356,344 

376.179 

415.305    ;       501,500    j 

Bonds  on  deposit  in  N,  Y 

Due  from  agents,  RHa.,  etc 

Materials,  fuel,  etc 

Total 

6.090 

230,425 

166,278 

26.'230.™7 

5320,600 
2  359,400 

8,325 
2ia041 
210,176 

17,905    1 
206,032    j 
226,764    1 

26,2;j6,569 

5320,600 
2.359,400 
16.2i>1.165 
775487 
307,884 
339.444 
59.501 
147,860 
22,565 
872,662 

26.453,852 

5320,600 
2,359.400 
18339.230 
674.567 
475,166 
333,215 
773aO 
35000 
58306 
780.987 

Stoclt  in  treasury 

Car  trust 

Bills  and  loans  payable 

Pay-rolls,  itreaimts,  etc 

Interest  due  and  unpaid 

Interest  aecrued,  not  dne 

657,832 
424.267 
318,241 

51340 
141,027 

59.577 
614,943 

T 

26,230,557 

26.238.569 

28,463*52 
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New  Orleans  and  Northeastern,— This  road  is  controlled  bv 
the  Alabama,  N.  O.  and  Texas  Pacilic.  Junction  Ry.  ('o.,  which 
see ;  is  1^6  mUes  long,  and  connects  New  Orleans  with  Meridian. 
The  controlling  company  owns  $4,320,000  out  of  $5,000,000 
common   stock. 

EARNINGS,  EXPENSES,  ETC.  I 


li<t)l-»2.         1890-91.     ,    1889-90. 


t  S 

Gross  earnings 1,290.626 

Operating  expenses  and  taxes '  1,017 183 

Net  earnings '  273.443 

Other  income '  3,4(4 

Total '  276.847 

Deduct  interest  on  bonds I  ;*57,2U0 

Deficit 9C,35;^ 


5  '  S 
l,Ki5,a58  i  1,219,731 

871317  I  878,926 

264^^41  I  340,80) 

6  465  .  4,048 

271,006  I  344,853 

36r>,400  ,  360,000 

94.394  15,147 


Newport    News    ami   Mississippi    Valley. — This  company  con 
trols  the  Chesai)eake  and  Ohio  Southwestern,  which  see. 

Plant  system, — This  system  embraces  the  Alabama  Midland, 
Atlanta  and  Florida,  Charleston  and  Savannah,  and  Savannah, 
Florida  and  Western  railroads — which  see  under  their  respective 
Jieadings— and  a  line  of  steamers  from  Tampa,  Fla.,  to  various 
Gulf  ports.  The  total  length  of  all  roads  is  981  miles. 

Raleigh  and  Gaston.— Owns  100  miles  of  road  from  Ilaleigh 
to  Weldon,  and  controls  the  Raleigh  and  Augusta  (108  miles) 
and  the  Durham  and  Northern  (42  miles);  the  road  is  controlled 
by  the  Seaboard  and  Roanoke  (q.v,)  in  conjunction  with  which  it 
controh  the  Carolina  Central  (^.  r.)  and  the  Georgia,  Carolina 
and  Northern  (q.  v,) 

Bichmond,  Fredericksburg  and  Potomac.  —  This  road  connect  s 
'Richmond  with  Quantico,  where  it  meets  the  Pennsylvania,  of 
which  it  is  the  Richmond  connection.  The  company  earned  7  p.c. 
on  its  common  stock  in  1888,  1889  and  1891,  and  6)^  p.c.  in  1890. 

Savannah,  Americus  and  Montgomery,— CoimQcts  Savannah 
with  Montgomery,  a  trafiic  centre  in  Alabama,  which  is  entered 
over  the  Savannah  and  Western  by  a  traflSc  agreement.  Thi^ 
line  is  300  miles  long,  of  which  265  are  bwiied.  The  capital 
consists  of  $1,614,200  stock  and  some  $4,400,000  bonds,  nearly 
all  6  p.c.  Gross  earnings  1891-92 :  $500,823,  net  189,760,  some 
§50,000  below  first  charges. 
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Savannah,  Florida  and  Western, — This  road,  569  miles  long^ 
is  the  principal  part  of  the  Plant  system,  and  connects  Savannah- 
and  GrainesvUle  with  Chattahoochee,  Fla.,  while  various  branches 
lead  to  adjacent  points  (see  Plant  system  on  Map  5.)  The  capital 
consists  of  $2,444,000  bonds  and  $6,403,400  stock ;  the  latter  earned 
5  p.c.  in  1891. 

Seaboard  and  Boanoke.—T\A^  company  owns  a  road  from 
Portsmouth,  Va.,  to  Weldon,  N.  C,  and  leases  the  Roanoke 
and  Tar  River  RR.,  the  length  of  the  two  being  110  miles.  In 
addition  the  company  has  an  interest  in  the  Raleigh  and  Gaston 
RR.,  109  miles ;  Raleigh  and  Augusta  Air  Line,  107  miles ; . 
Caroline  Central,  269  miles  ;  and  Georgia,  Carolina  and  Northern,. 
266  miles — a  total  of  861  miles.  The  Seaboard  and  Roanoke 
has  a  very  small  capital,  only  $1,990,000  bonds  and  $1,302,900 
stock,  $24,200  of  which  is  7  p.c.  guaranteed  preferred.  The 
common  stock  formerly  received  10  p.c,  but  since  1890  only 
7  p.c.  has  been  paid. 

South  Carolina, — This  property  is  to  be  sold  in  foreclosure  in- 
Kovember,  1892.  Its  main  line  and  branches,  247  miles  long, 
connect  Charleston  with  Augusta,  Columbia  and  Camden.  In  1890- 
91  the  road  earned  $1,771,159  gross,  and  $592,274  net  (310 
miles,  including  leased  lines). 

Vicksburg,  Shreveport  and  Pacific. — The  outline  of  this  system 
will  be  found  on  Map  4.  The  road  forms  part  of  the  Alabama 
Great  Southern  system,  and  is  therefore  controlled  by  the  E.  T., 
Va.  and  Ga.  It  connects  Delta,  opposite  Vicksburg,  with  Shreveport 
La.,  on  the  Red  River.  The  Ala.,  N.  0.,  and  T.  P.  J.  Co.,  Ltd.,  owns 
nearly  all  stock  and  bonds.  The  deficit  for  the  year  1891  amounted 
to  $401,806. 


EARNINGS,  EXPENSES,  ETC. 

1 891-92. 


Gross  earnings 

Operating  expenses  and  taxes. 


Net  earnings 
Other  income. . . . 


Total 

Peduct — 
Interest  on  bonds. 
Miscellaneous 


Total. 
Deficit. . . 


632.870 
473,987 


153,883 


1890-91. 

$ 
636,681 
479.417 


157,264 
152 


153.883 

349,222 
4,594 


353.816 
199,933 


157,416 

394,789 
7,017 


401,306 
244,390 


1889-90. 

$ 

639,753 
516,759 


122.994 
533 


123,527 

385,878 
8,624 


394,502 
270,975 
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Wilmington  &  Weldon.  —  This  company  is  a  counterpart  to  the 
Seaboard  and  Roanoke,  and  its  system  is  known  as  the  Atlantic 
<^'oast  Line.  It  owns  162  miles  of  road  from  Wilmington  to  Weldon 
xind  271  miles  of  branches,  a  total  of  433  miles,  shown  on  Map 
5.  It  leases  the  Wilmington,  Columbia  and  Augusta,  189  miles; 
the  Central  South  Carolina,  and  controls — through  investment  — 
the  Norfolk  and  Carolina,  the  total  length  of  all  lines  owned,  leased 
and  controlled  being  868  miles.  The  company  paid  in  1890  and 
1891  a  4  p.c.  dividend  on  $3,000,000  stock,  and  issued  $2,500,000 
6  p.c.  non-cumulative  "certificates  of  indebtedness,"  a  5  p.c.  general 
mortgage  of  $3,000,000,  and  $380,000  special  trust  certificates ; 
in  addition  $936,000  7  p.c.  sinking  fund  bonds  are  outstanding. 
Oross  and  net  earnings  (for  362  miles)  for  the  last  three  years 
were  as  stated  below. 


Gross  earnings. 
Ejcpenses.  .  .  . 


Net  earnings 


1890-91. 

8 
1,535,714 
855,679 

680,035 


1889-90. 

$ 
l,aT<j853 
681,137 

669,716 

1888-89. 

S 
1,224.044 
691,1?2 

532.872 

SUPPLEMENT. 


ATCHISON  CONSOLIDATED  SYSTEM. 

The  following  tables  arrived  just  in  time  for  insertion  here. 

ATCHISON  SYSTEM.  —  EBVESUE  STATISTICS. 


yier. 

to  Earn. 

p.r  milf. 

a 

.    1877.. 

739 

2m,m 

.■>4.7B 

3,028 

1,9B7 

1.741 

46.49 

i'.,[.|.:,i4E 

■■.i;.;;27 

5,170 

10,BS8.071 

B7.4S 

4,338 

2.8dS 

11,227^ 

i 

ATCHISON  SYSTEM.  —  TBAFFIC  STATISTICS. 


Yars 

MOtaT' 

P«,»ng, 

,. 

Fr6,al,t.                       I 

M.lU.n> 

Bail. 

Jliimui, 

muim 

Bait. 

SKmui. 

j 

""'  ""'*■ 

em  mill. 

r 

-an 

JO 

^^ 

7S*i.M0 

727 

.54 

I,ffi33t    .' 

06  1 

520  6 

.(« 

10374.0  2 

265 

3,5S-),0iH 

634-7 

11,916.453 

i:17  9 

236 

5,136,652 

90e'2 

.347 

12S48344    : 

ISBiJ 

:e  i 

223 

6,610.034 

I.7H8-8 

.228 

2»,i(a313 
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BALTIMORE  AND  OHIO  SOUTHWESTERN  RR. 

The   subjoined   table   shows   the  result  of  operations  for 
the  last  two.  years  ending  June  30th. 


EARNINGS,  EXPENSES  AND  CHARGES, 

1891-92. 


Gross  earnings  .  .  . 
Operating  expenses. 


Net  earnings 
other  income. 


Total 

Deduct — 
Interest  on  bonds  .  .  . 
Taxes  and  miscellaneous 


6,648,743 
1,670,126 


1890.91. 
$ 
2326,671 
1,516,861 


Total 
Surplus  .  .  . 


809,810 
3.682 


813,492 

50a32o 

58,264    I 

t 

561,589    I 
251,903 


BOSTON  AND  MAINE  RR. 

A  rather  important  event  in  connection  with  this  com- 
pany occurred  towards  the  end  of  October,  1892,  when  it 
passed  into  the  control  of  Phila.  and  Reading  '  parties '  wha 
caused  Mr.  A.  A.  McLeod,  president  of  the  Reading  system, 
to  be  elected  as  administrative  head  of  this  company  and  the 
New  York  and  New  England  RR.  Map  2  shows  these  three 
roads  to  form  a  continuous  route  from  Maine  via  Boston 
and  Poughkeepsie  Bridge  to  Philadelphia,  New- York,  Reading, 
Buffalo,  etc.  For  further  details  see  p.  809. 

The  result  of  operations  of  the  Boston  and  Maine  RR.^ 
for  the  year  ending  June  30th,  1892,  is  given  below.  For 
the  purpose  of  comparison  figures  for  1890 — 91  are  added. 
The  subjoined  data  are  derived  from  a  report  of  the  Massa- 
chusetts State  Railroad  Commissioners  and  copied,  by  per- 
mission, from  the  Clironicle's  Investors'  Supplement 


Mileage  operated 

Passenger  earnings 

Freight 

Mail,  express,  etc 

Total  gross  earnings     .     . 
Operating  expenses  and  taxes.    . 

Net  eaiiiings        

Total  net,  including  other  income 

Rentals  paid 

Interest  on  bonds 

other  interest 

Sinking  funds 

Dividends 

Rate  of  dividend 

Total  .    .    .  • 

Balance 


1891-92. 

1990-91. 

1  210 

1,210 

$ 

$ 

7.799,702 

7.514,771 

7,262,675 

7,011,127 

721,417 

656,764 

15,783,795 

15.182,662 

11,031,242 

10.728,685 

4.752,552 

4,453,977 

5,179.841 

4,951.311 

2,013,844    \ 

2,018090 

972,955 

982,224 

204,835 

181,077 

75,947 

68,381 

1,354,890 

1,329,030 

(8:^^c.:6pf.) 

(9c.:6pf.) 

4,622,473 

4,578,802 

557,368 

372,509 

SOO  CHICAGO  GREAT  WESTERN.  supplement. 

CHICAGO  GREAT  WESTERN. 

This  company  succeeds  the  Chicago,  St.  Paul  and 
Kansas  City,  the  reorganisation  of  which  was  declared 
effective  on  November  16th,  1892.  The  conversion  was 
not  carried  out  as  intended  (see  p.  533)  but  on  the 
following  lines.  The  Equipment  Lease  Warrants  and  Priority 
Loan  remain.  The  first  mortgage  bonds  are  exchanged  into 
^500  4  p.c.  Debentures  and  $600  5  p.c.  preferred  stock 
"A";  every  General  Mwtgage  bond  is  converted  into 
$1,000  4  p.c.  Preferred  Stock  "B."  Income  bonds  can 
<ilioose  between  $1,000  Common  stock  and  $200  4  p.c. 
Preferred  stock  "B''  with  payment  of  an  assessment  of 
$100  per  $1,000  bonds,  or  $1,500  common  stock  without 
the  payment  of  any  assessment;  holders  of  common  stock 
are  asked  either  to  pay  an  assessment  of  10  p.c.  in  cash 
and  to  accept  twice  the  amount  of  their  cash  pay- 
ment ])liis  an  amount  of  common  stock  equal  to  that  which 
they  held,  or  to  simply  exchange  the  old  common  stock 
for  new.  A  Finance  Committee,  elected  by  the  holders  of 
Debentures  and  "A''  Prefs.,  is  to  exercise  control  over  the 
road  and  has  power  to  sell  all  preferred  stock  retained  in 
<iase  holders  of  junior  securities  are  not  wilUng  to  pay 
assessments.  This  reorganisation,  it  is  said  with  good 
reason,  favours  owners  of  junior  securities,  and  is  disad- 
vantageous to  the  holders  of  old  Firsts  who  are  to  suffer 
a  loss  without  receiving  the  slightest  compensation.  It  is 
not  without  interest  to  note  that,  according  to  the 
Financial  Neivs  of  November  20th,  1892,  the  prospectus 
in  which  the  5  p.c.  First  Mortgage  bonds  were  offered 
stated  that  "sufficient  traffics  are  secured  to  cover  the 
interest  charge  two  or  three  times  over''  and  that  tliis 
statement  is  placed  in  no  favourable  light  by  the  fact  that 
the  interest  has  never  been  earned  in  any  single  year  since 
the  issue  of  the  bonds.  A  minority  of  bondholders  refuse 
to  submit  to  the  reorganisation. 
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The  issue  of  debentures  under  circumstances  like  *  the 
present  is  a  new  depai*tui'e  the  success  of  which  will  be 
watched  with  keen  interest.  Were  it  not  that  voting  powers 
are  attached  to  them  the  experiment  would  be  a  dangerous 
one  to  make  with  this  road. 

A  serious  mistake  on  p.  533  needs  coirection.  I  stated 
that  the  road  has  "mado  no  returns  upon  its  capital  since 
i890.''  This  must  read:  "has  not  eanied  its  first  charges  since 
1887."  Interest  on  the  bonds  was  paid  in  1888  and  1889, 
though  not  earned;  in  1890,  91  and  92  the  company  paid 
no  interest,  but  those  who  financed  it  in  Europe  bought  the 
coupons  as  they  fell  due,  and  had  them  funded  into  Prior- 
ity notes. 

The  capitalisation  now  is  as  follows: 

Rolling  Stock  Lease  Wan-ants $1,723,430 

Priority  Loan 2,823,150 

4  p.c.   Debentures 9,477,000 

5  p.c.  Preferred  Stock  "A" 11,372,400 

4  p.c.  Prefeired  Stock  "B" 8,842,920 

Common  stock 24,676,300 

Total $58,9r5,200 

$2,000,000  4  p.c.  Debentures  arc  reserved  to  meet  future 
needs  of  the  company. 

CLEVELAND,  CINCINNATI,  CHICAGO  AND 

ST.  LOUIS  RR. 
The  annual  report  for  1891-92  gives  the  following 
figures,  to  which  those  for  1890-91  are  added  to  facilitate 
comparison.  The  company  paid  a  3  p.c.  dividend  in  1891 
and  1892,  as  in  the  preceding  year :  passengei's  earned  one 
mile,  172'3  against  102*3  millions;  freight  carried  one  mile, 
1286-5  against  1221*5  million  tons.  Freight  rate,  0'710 
against  0'705  c.  per  ton  mile;  passenger  rate,  2  219  against 
2*248  c.  per  mile. 

Anioritan  Railroads.  51 
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CLEV.  CINC.  CHIC.  AND  ST.  LOUIS  RR.    supplemknt. 


EARNINGS  AND  EXPENSES. 


Earnings — 

Passenger 

Freight 

Mail  and  express 

Total 

Fxpenses— 

Maintenance  of  way 

Maintenance  of  equipment  and  engines. 

Transportation  and  general 

Gar  and  engine  service 

Taxes  


1891-92. 
% 
3,824,201 
9,129,417 
631,767 


13,585,385 

1,821368 

1,642,101 

5,888,264 

108,358 

378,450 


1890-91 . 

$ 
3,649,505 
8,608,218 

63<',893 


Total  . 
Net  earnings. 


9,838,541 
3,746,844 


12,888,616 

1,591,126 

1.533.661 

5,601,975 

80,110 

380,338 


9,187,212 
3,701,404 


INCOME  ACCOONT. 


Beceipts — 
Net  earnings-     .     • 
Rentals,  interest,  etc 

Total  net.  . 
Disbursements — 
Interest  .... 
Rentals  .... 
Dividends*  .  .  . 
Miscellaneous     .    . 

Total  .     .     . 
Surplus 


1891-92. 

$ 
3,746.844 
244.072 


1890-91 

$ 
3,701,404 
328,761 


3.990,916 

2.293.642 

276532 

1,340.000 


4,030,165 

2,123,303 

476,187 

1,318,322 

10,792 


3.910,174 
80,742 


4,928,604 
101,561 


*  5'p.c.  on  prefeiTed  and  3  p.c.  on  common  stock  in  both  years. 

CONCORD  AND  MONTREAL  RR. 
From    the  report   of  this    company  for    1891 — 92    and 
the  one  immediately  preceding   it   the    following    has  been 
compiled : — 


EARNINGS 

Earnings — 

Passengers 

Freight      

Express  mail,  etc 

Total  earnings 

Operating  expenses  and  taxes  .   . 

Net  earnings 


AND  EXPENSES. 

1891-92. 


924,158 

1,307,887 

137,454 

2,369,499 
1,743,985 


189091. 
$ 

987,734 

1,420.464 

113,500 


6-25,514 


INCOME  ACCOUNT. 


Net  earnings  .  . 
Deduct — 

Interest 

Rentals     .   . 
Dividends,  etc.  . 

Total.  .   . 
Balance,  surplus 


I  -  ■ 


1891-92. 
$ 
625.514 

308,893 
73..  .65 
_238.808_ 

621,271 
4,243 


2,471,698 
^^,646 

656,052 


1890-91. 

665,052 

240,667 

73,504 

228,000 


NEW  YORK  CENTRAL  SYSTEM. 


NEW  YORK  CENTRAL  SYSTEM. 

The  income  account  for  1891-92  was  published  in  time 
for  insertion  of  its  principal  Hgures  in  the  table  on  p.  204. 
In  addition  to  these  the  following  data  from  the  latest  report 
are  of  interest.  The  iigures  in  parentheses  relate  to  1890-91, 
and  are  added  for  the  sake  of  comparison. 

Teaffic  Statistics:  Average  miles  of  track  operated,  4,808 
(4,752);  passengers  carried  one  mile,  687  mill.  {597  mill.); 
passenger  rate  per  mile,  1,94c.  (1.96);  profit  per  passenger, 
mile,  0.41c.  (0.47) ;  tons  of  freight  carried  one  mUe,  3,830 
mill.  (2,890);  Averi^  rate  per  ton  per  mile,  0.70c.  (0.74); 
profit  per  ton  per  mile,  0,16c.  (0,17), 

Revenue,  1891-92,  The  considerable  expansion  oftraffic 
in  1891-92  shown  by  the  above  figures  is  partly  accounted 
for  by  the  general  prosperity  that  prevailed  throughout  the 
year,  but  chiefly  by  the  fact  tliattheR.,  W.  andO.RR.  was 
only  operated  for  three  months  in  1890-91,  the  year  with 
which  the  above  figures  compare.  Below  aiB  condensed 
statements  of  earnings,  expenses,  income  and  expenditure 
for  1890-91  and  1891-92. 
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NEW  YORK  CENTRAL  SYSTEM. 


SUPPLEMENT  . 


INCOME  ACCOUNT. 


Receipts — 

Net  earnings 

Rebate  on  taxes  of  prior  years 

Total  income 

risbursements — 

Rentals  paid 

Interest  on  debt 

Taxes  on  earnings  and  capital 

Dividends 

Reserved  for  debentures  .  .  .  . 
Miscellaneous 

Total  disbursements  .  . 
Balance 


1891-92. 

S 
14.330.512 

77,351 


14,416863 

5,303,704 
3,987,918 

214,369 
4,471,415 

300,000 
6,245 


14,283,541 
sur.133,322 


1890-91 .» 

$ 
12,511,262 

88,740 


12,620,092 

4,452,100 

3,821,968 

274,896 

4,024,273 

300000 

72.,222 


12.978,459 
def  .358.457 


Funded  Debt. — The  capital  stqck  remained  unchanged. 
There  was,  however,  a  net  increase  in  the  funded  debt  of 
$2,700,000.  A  new  issue  of  $3,000,000  4  p.c.  debentures 
was  made  and  $300,000  of  the  same  class  of  bonds  were 
retired  (see  note  p.  207,  ante).  The  new  issue  was  made  to 
pay  for  betterments  and  new  equipment.  A  further  issue 
for  the  same  purpose  will  be  made  in  1892-93. 

The  balance  sheet  is  as  below: — 

Condensed  General  Balance  Sheet,  June  30th,  1892. 


Assets — 

Cost  of  road  and  equipment 

Special  equipment 

stock  and  bonds  of  other  companies 

Advances  for  construction  of  other  lines,  real  estate,  etc. 
New  York  and  Harlem  Railroad,  construction  account.     .     . 

West  Shore  Railroad,  construction  account 

Equipment  under  lease,  Rome,  Watertown  &  Ogdensburg  RR . 

Due  by  agents  and  others 

Fuel  and  supplies  on  hand 

Cash  on  hand 

Cash  in  transit 

Total 

Liabilities — 

Capital  stock 

Funded  debt 

Bonds  and  mortgages  on  real  estate 

Securities  acquired  from  lessor  companies 

Past  due  bonds 

Interest  and  rentals  accrued 

Unclaimed  interest      .     .  

Dividend  payable  July  15,  1892 

Unclaimea  dividends 

Due  for  wages,  supplies,  etc 

Due  other  roads,  etc 

Rome, Watertown  &  Ogdensburg  Railroad,  construction  account 
Profit  and  loss  (excess  of  assets  over  liabilities)    .... 

Total 


153,585,294  48 

5,406.464  31 

9,394.321.67 

4.568,929.33 

1.263,541  29 

643,431.45 

165,084.45 

5,028,219  90 

3,337,891.39 

1,092.384  86 

276,224.35 


184,761,787.48 

89,428,30000 

68,077,333.33 

342,000.00 

2.827,200  00 

4,790.00 

a660,211.13 

11.089.10 

1,117.853  75 

30,649  51 

3.544,993.60 

1.546  819  23 

811,199.07 

13,359,348^76 

184,761,787.48 


SIJPPLKMKNT. 


N.  Y..  L.  ERIE  AND  WESTERN. 
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NEW  YORK,  LAKE  ERIE  AND  WESTERN. 

No  figures  relating  to  the  entire  year  1891-92,  whicli 
ended  on  Sept  30th,  have  yet  been  published.  Some  interest 
attaches,  however,  to  the  subjoined  official  statement  of  the 
New  York  State  RR.  commissioners : — 


Quar.  end.  June  30. 


9  mo8.  end.  June  30. 


•      •      •      •      • 


,  Gross  earnings.  .  .  . 
Operating  expenses 


Net  earnings.  .  .  . 
Proportion  due  leased  lines* 


Balance 
Other  income.  .  . 


1892. 

S 
7.850,530 
5.093.426 


2,762.104 
619.682 


Total 

Interest,  rentals  and  taxes, 


Surplus. 


2,142.422 
284,021 


1891. 
S 

7/267,962 


1891-92. 

$ 
22992.934 


4.613,078  15.317,786 


2,654,884 
599832 


2,055,052 
296.074 


7.675.148 
1.925890 


5.749.258 
751.042 


2,426,44,^1    2,351126'    6.f00300 
1,965,170     1.926.697J    5.897,537 


461,273 


1890-91. 

S  i 
213J0.721 ! 
13879956 


7510765 
1.862.987 


5.647.778 
770.904 

6418.682 
5814  824 


424,429;       606.66a       60:^.858 


I 


*  Leased  on  a  percentage  basis. 

NEW  YORK,  ONTARIO  AND  WESTERN. 

The  improving  condition  of  this  property,  to  which  atten- 
tion is  drawn  on  p.  352,  ante,  is  reflected  by  the  accounts 
for  the  year  ending  June  30th,  1892,  given  below. 

During  the  last  fiscal  year  a  considerable  increase  in  coal 
shipments  took  place,  as  was  expected  on  account  of  the  recent 
opening  of  the  Scranton  branch.  The  coal  tonnage  carried 
was  1,120,146  tons,  an  increase  for  the  year  of  308,931 
tons,  or  38*07  p.c.  Freight  carried  one  mile  rose  in  volume 
from  194*9  to  263*8  million  tons;  the  average  rate  fell  from 
1.033  to  0*939c.  per  ton-mile,  but  this  decline  is  natural 
because  of  the  low  rates  at  which  coal  is  carried. 
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NEW  YORK,  ONTARIO  AND  WESTERN.        supplement. 


RECEIPTS. 


Passengers  .     . 
Freight    .     .     . 
Mail,  express,  etc. 
Miscellaneous    . 


Total 


OPERATING  EXPENSES. 


Conducting  transportation 

Motive  power 

Maintenance  of  cars  .  . 
Maintenance  of  way  .  . 
Cxeneral  expenses  .  .  . 
Miscellaneous  expenses  . 


Total. 


Taxes 

Total  operating  expenses  and  taxes 

Net  earnings 

Interest  and  charges 

Surplus 


1891-92. 
S 

667,018.30 

2,456,047.74 

106.523  97 

35,827.88 

1890-91. 

$ 

656,184.84 

2,013.685.28 

103314  84 

36,517.20 

3,265,417  89 

NSES. 

1891-92. 

$ 
762.032.91 
752,189  96 
208,140.93 
380,231.67 
106,921.03 
150,329.36 

2,809,702.16 

1890-91. 
S 

669,875.97 
604,021  29 
170.487.32 
395.377. 39 
100.947.14 
114.935.11 

2.359,845.86 
101,290  53 

2.461,136.39 

804,281.50 
597,262.22 

207.019.28 

2,055.644.  ?2 
99,727.94 

2..55372.16 

654,330.00 
653.890.68 

200,439  32 

For  the  sake  of  completeness  we  insert  a  copy  of  the 
balance  sheet  showing  the  company's  condition  on  June 
30th,  1892;  the  figures  for  1890-91,  already  given  on 
p.  354,  are  added  for  comparison. 


GENERAL  BALANCE  SHEET,  JUNE  30. 

1892. 

$ 
65.915.111 
3.072.830 

90.588 
173,951 
801.214 
206,062 
560,539 

13.750 
280.000 


Assets — 

Franchises  and  property 

investments   in   other  companies    .     . 

Cash  at  bankers 

stores,  fuel,  etc.,  on  hand 

Sundry   accounts  due 

Traffic  accounts  due 

Loans  and  bills  receivable      .... 

Miscellaneous     .     .         

Premium  on  bonds  called 

Total  assets 

Liabilities — 

Common  stock .     . 

Preferred  stock 

First  mortgage  6  p.c  bonds    .... 
Consol.  first  mort.  5  p.c.  bonds    .     .     . 

Refunding  4  p.c.  bonds 

Interest  due  and  accrued 

Sundry  nccounts  due 

Tratfic  accounts  due 

Wages   for  month  of  June.  .     .     . 

Loans  and  bills  payable 

Whar  Val.  Ry.  consol.  fund 

Hancock   &  Pa.  RR.  construction  fund. 
Profit   and  loss 

Total  liabilities 


71,114.045 

58.113983 

6,000 

1.184.000 

5.600.000 

3,850,000 

116.936 

354.204 

240999 

124,94:5 

355,178 

55,264 

147,657 

964.881 


71,114,045 


1891. 

$ 

64,776,850 

3,071,530 

50,200 

190,245 

649.193 

109,422 

422,044 

25,740 


69,295,225 

58,113.983 

6.000 

3.444,000 

5.600.000 

104.071 
302,843 
131,599 
111,463 
504.2o7 
55.264 
147,657 
774.078 


69.295.225 


8UPPLKMENT.  NORTHERN  PACIFIC.  80' 


NORTHERN  PACIFIC. 

Contrary  to  expectation,  the  annual  report  for  1891-92 
contains  not  a  single  word  in  justification  of  the  sudden 
discontinuation  of  tlie  di\idend  on  the  preferred  stock.  The 
origin  of  the  remarkable  increase  in  "general  interest,  sinking 
funds,  and  miscellaneous,"  can,  however,  be  traced  to  its 
soui'ce ;  it  arises  through  a  change  in  the  method  followed  in 
keeping  the  accounts  relating  to  sinking  funds.  The  accrued 
aggregate  of  these  funds,  $1,188,018,  was  charged  against 
revenue  of  the  current  year,  and  the  result  is  that  nearly 
$1,200,000  less  than  was  expected  are  available  for  dividend. 
The  alteration  appears  to  have  been  announced  in  Decem- 
ber, 1891,  though  in  such  manner  that  it  easily  escaped 
notice.  The  affair  is  a  regrettable  one,  not  only  because  it 
casts  a  very  unfavourable  light  upon  the  integrity  of  the 
N.  P.  directorate,  but  also  because  it  is  apt  to  revive  old 
prejudices  against  American  railroads  in  general  —  prejudices- 
for  which  the  history  of  this  corporation  is  in  no  slight  degree 
responsible.  Apart  from  being  highly  discreditable  in  itself 
the  affair  indicates  that  the  resumption  of  dividends  in  1891 
was  not  warranted  by  the  state  of  the  company's  revenue, 
and  that  both  the  unexpected  announcement  and  the  sudden 
discontinuation  of  distributions  on  the  preferred  stock  are 
connected  with  speculative  designs  of  tlie  Villard  group. 

While  the  i-eport  ignores  this  unsavoury  affair  it  indulges 
in  some  juggling  with  figures  to  divert  attention  from  other 
matters,  notably  the  decline  in  business  chiefly  due  to  the 
competition  of  the  Great  Northern.  Some  very  useful  tables 
are  supplied,  one  of  which  is  given  on  p.  668 ;  but  wliile 
their  good  characteristics  are  extolled  their  less  favourable 
features  are  passed  over  in  silence.  To  some  of  the  latter 
we  have  called  attention  in  Chap.  XL VII;  by  quoting  the 
following  we  also  give  the  other  side  a  hearing: — 
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NORTHERN  PACIFIC. 


supplI':mext. 


EARNINGS. 

'^The  following  condensed  table  shows  the  comparative  capitalisation  and  eam> 
ings  of  the  Northern  Pacific  Railroad,  not  including  the  Wisconsin  Central,  for 
the  fiscal  year  just  closed,  compared  with  the  same  items  for  1884-5.  the  year 
following  the  completion  of  the  through  line.  Attention  is  called  to  these  figures 
and  to  the  percentages  of  increase  also  given.  While  the  gross  earnings 
have  increased  179  per  cent.,  the  operating  expenses  show  an  increase  of  195  per 
cent.  The  greater  proportional  increase  in  expenses  is  accounted  for  by  the  fact 
that  during  this  interval  the  freight  rates  received  per  ton-mile  decreased  24 
per  cent.  The  total  funded  and  floating  debt,  including  that  of  subsidiary  roads, 
increased  83  per  cent.,  the  combined  stock  and  debt  39  per  cent.,  an(f  all  charges, 
including  rentals  nnd  sinking  funds,  148  per  cent.,  as  compared  with  an  increase 
of  160  per  cent.,  in  net  earnings  and  a  large  augmentation  in  surplus  over  all 
charges.  In  view  of  this  growth  in  gross  and  net  earnings  and  surplus,  the 
directors  look  with  confidence  to  the  future. 


Capital   stock,    pref.    and 

Funded  debt,  including  debt 
of  subsidiary  roads  and 
bills  payable 


Total  stock  and  debt 


Gross  earnings  and  mis- 
cellaneous income 

Operating  exp.  and  taxes. 

Fixed  charges 

Net  earnings 

Surplus  over  operating 
exp.  and  all  charges .   . . 


1884-5. 

$ 

87,610,584  32 

84,938.301.60 


171,548,885.92 


11,427372  40 
6,196,300  96 
5.139,111.58 
5.231,071.44 

91,959.86 


1891-2.    ■ 
$ 
85.564.250.05 

153,249,865  03 
238,814,115.08 


31,869,625  91 
18,265.551.00 
72,769,187  27 
13,604,074.91 

834,887.64 


Inc.  or  Dec. 
—  2  per  cent. 

+  83  per  cent. 
+  39  per  cent. 


-f  179  percent.' 

+-195  percent. 
-f-  148  percent, 
-f  160  percent. 

+  807  percent. 


Concerning'  the  floating  debt  the  report  also  adds  little. 
The  subjoined  table,  however,  quoted  from  The  Statist,  shows 
the  changes  it  underwent  duiing  the  past  year. 

Floating  Debt,  Northern  Pacific  Railway, 


•     •     • 


Current  Liabilities: — 

Interest  on  funded   debt  not  due. 

Rentals,  taxes  and  interest  not  due  .   .  . 

Guaranteed  interest  and   sinking  fund 

charges  on  branch  road  bonds  .... 

Dividends        

Bills  payable 

Ditto  account  Chicago  terminals 

Accounts  payable 

Total  current  liabilities 

Current  Assets: — 

!  Accounts  receivable 

Bills  receivable 

Ditto  account  Chicago  terminals  .  .   . 

General  supplies  on  hand 

Cash 

Total  current  assets 


1891-92. 

S 
2,129-235 
523,906 

791,027 

7,967 

5,399,6P6 

4,518,668 

4.966,752 

18,337,251 

5,939,863 
126,094 
4,518,688 
1,547,670 
2,176,753 


18909-1. 

S 
2,iaS„S31 
563,757 


■  Inc.  or  Dec. 

I        s 

-h     25,904 
—     39.851 


604,050  -f   186,977 

374,298  I-  r66,:«l 

5.064,552  i-f   335,144 

6,2a^.447  —1,766,779 

5,a59,182  —  882,430 


20,854,617     —2,517,366 


6,097,211 
126.408    i— 


157,348 
314 


6.285,447     -1,766,779 

2,149237     —  601,587 

2,406.811_  —229,058 

14,309,018    i  17,065,134     —2,756,086" 


8CPPLEMKUT.       PHILADELPHIA  AND  READING  RR.  809 


PH1L.\DELPHL1  AND  READING  RR. 

In  October,  1892,  President  McLeod  was  elected  president 
of  the  Boston  and  Maine  and  New  York  and  New  England 
companies.  The  Reading  thereby  becomes  closely  allied  to 
these  two  roads,  with  which  it  connects  through  thePhila., 
Reading  and  New  England,  and  obtains  advantageous 
through  connections  with  New  England,  a  great  consumer 
of  Pennsylvania  coals.  It  has  also  been  stated  tliat  the 
alliance  will  create  a  new  trunk  line  to  Boston  but 
it  is  somewhat  difficult  to^  conceive  how.  A  comparison  of 
the  route  from  Boston  to  Buffalo  as  created  by  the 
new  compact  (see  Map  2)  with  the  existing  Ime  along 
the  Boston  and  Albany  and  N.Y.C.  railroads  (see  Map  1) 
will  show  that  the  new  line  is  at  a  great  disadvantage 
because  of  the  considerable  detour  it  makes.  It  may, 
however,  be  useful  to  state  a  fact  not  widely  known. 
Boston  is  discriminated  against  by  the  Vanderbilt  lines, 
and  provided  the  new  combination  can  carry  through  freight 
cheaply  along  its  circuitous  route  it  may  arrive  at  some 
agreement  with  the  Vanderbilt  roads  resulting  in  its  obtaining 
a  share  of  low  tlirough  freights.  In  that  case,  however, 
Boston  will  continue  to  be  at  a  disadvantage,  and  its  receipts 
of  wheat  will  remain  small.  If,  on  the  other  hand,  Mr.  McLeod 
removes  the  prejudicial  rates  lie  may  come  into  conflict 
with  the  Vanderbilts. 

TOLEDO,  ST.  LOUIS  AND  KANSAS  CITY  RR. 

This  company,  to  wliich  reference  has  been  made  on  p. 
437,  has  published  its  report  for  1891-92,  from  which  the 
following  extract  has  been  made : 
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TOLEDO,  ST.  LOUIS  AND  KANSAS  CITY  RR.  supplemekt. 


EARNINGS,  EXPENSES  AND  CHARGES. 


Earnings — 
Passengers .    .     . 
Freight.     .     .     . 
Mail,  express,  etc. 


Total  earnings.    • 
Operating  expenses  and  taxes. 


Net  earnings 
Paid  interest  on  bonds. 


Deficit. 


GENERAL  BALANCE  SHEET,  JUNE  30,    1892. 


Assets — 

Cost  of  road 

Cost  of  equipment. 

Equipment  leases 

Betterments,  etc 

Materials  and  supplies — 
Cash  and  current  assets.. 
Profit  and  loss . . 


Total. 


$ 

24,255.000 

1.806,000 

7^4066 

67,952 

46,216 

369,2^28 

51,233 


27,383,696 


Liabilities — 

Capital  stock 

Funded  debt 

Accrued  interest 

Notes  payable 

Equipment  contracts. 
Other  liabilities 


Total. 


1891-92. 

S 

282,167 

1,721,629 

74.620 


42,995 


17.055.000 

9000,000 

45,000 

460,297 

397,865 

435,533 


27,383,696 


WISCONSIN  CENTEAL  RAILROAD. 

(For  the  year  ending  June  30th  1892,) 
The   Northern  Pacific  annual  report  for  the  year  ending 
June  30th,  1892,    states  that  the  earnings  and  expenses  of 
the  Wis.  Cen.  RR.  Co.  are  as  follows: — 


EARNINGS  AND  EXPENSES. 

1891-92. 
Earnings —  S 

Freight ;    4,918,823 

Passenger ,     1,357.196 

Mail,  express  and  miscellaneous i       167,945_ 

Total I  ~5,.543,964~ 

Operating  expenses  (excl.  taxes) I    3,496,238 

Net  earnings [  2,047^726" 

Percentage  of  exp.  to  earn.  (excl.  taxes)..       63'06 


1890-91. 

% 
3,743.347 
1,259,857 
242,510 

"5,245,714" 
3^357,269 

"1,888445' 
64  00 


1889-90 

S 
3,437,205 
1,135,250 

207,889 

4,780,344 
2,970,157 


1,810,187 
62-13 


STPPLKMENT. 


WISCONSIN  CENTRAL. 
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WISCONSIN  CENTRAL. 

Wis.    Ceil.    Company   and  Wis,  Cen.  Railroad  Company  Conso- 
lidated Balance  Sheet,  June  30th,  189L 


Cost  of  671'76  miles  of  road  and  its  equipment  .  . 
AvailabU  Assets  [not  including  the  registered  bonds 
or  stocks  of  constituent  companies  (which  are  all 
included  in  cost  of  road)  nor  any  Wisconsin 
Central  Co.  securities  on  hand]  viz: 
Wis.  Cent.  BR.  Co.  first  series  mortgage  bonds, 

5  per  cent 

Minnesota  Trans.  Co.,  first  mortgage  bonds  5p.c. 
Abbotsford  &  North  eastern  RB.  first  mortgage 

bonds,  6  per  cent 

Milwaukee     &    Lake    W.    RB.     preferred    stock 

(3,475  shares)  cost 

Milwaukee   &  Lake   W.    RR.   convertible  deben- 
tures ($200,000)  cost 

Cent.  Car  Co.  stock  (21,532  shares),  cost.    .  . 
Chicago,    Wis.   &  Minn.  RR.   convertible  deben- 
tures, 6  per  cent 

Chicago  Wis.  &  Minn.  RR.  improvement  purchase 

money  mort.  notes.  8  per  cent 

Chicago,    Wis.    &    Minn.    RR-     preferred    stock 

(2,151  shares)  cost 

Chicago,  Wis.  &  Minn.  RR.  common  stock  (1.619 

shares),  cost 

Minn   St.  C.  &  W.  RR.  improve't  purchase  money 

mort  notes,  8  per  cent 

Wise.  Land  &  Lumber  Co.  second  series  bonds,  cost 

Interest  accrued  on  above  securities 

Northern   Pac  RR.   Co.,    rental  account  May  and 

June 

Accounts  receivable 

Material 

Cash 


Wis.  Cen.  RR.  Sinking  Fund  Account — 

Cash .   .   . 

In  Land  Department 


Suspense  Accounts  • 


$         296.12 
103,514.17 


Z;irt6i7iv«>i»— Capital  stock  of  both  companies : 


Wis.  Cen.  Co. common 
Less  on  hand 


812,000,000.00: 
144,15000 


S 


s 

36,620,305.72 


156,000. 
4,092 

35,000 

351,000 

219,500 
2.476,100. 

43,225. 

50.000. 

129,060 

33,820 

35,000 

19 

33.870. 

312.839. 

a>4^H08. 

17.772. 

373.976. 


.00 
30 

00 

00 

00 
00 

10 

00' 

00 

00; 

00 
09 
08 

78 
40 
72 
43 


4,625,583  90 


103,810  29 
20.030.29 

141,369,730.20 


Wis.  Cen.  Co.  preferred 
Less  on  hand  .... 


$3,000.00000 
281^525.00 


11,855850.00 


Wis.  Cen.  RR.  com.  ($9,274,350  retired) 

•Income*  funded  debt  of  both  com- 
panies: 

Wis.  Cen.  Co.,  income  bonds $9000,000.00 

Less  on  hand '     1,472.833.33 


2,718,475 
161.150 


00 
00 


,14.735,475.00 


Win.  Cen.  RR.   second  series  income 

bonds  ($5,687,000.00  retired) .... 

Less  on  hand 


122.000.00 
109.00000 


7,527,166  67 


13000.00 


7,540,166.67 


Continued  next  page.) 
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WISCONSIN  CENTRAL. 


SUPPLEMENT. 


{Continued  from  p.  9.) 


Funded  Debt — 
Wis.  Cen.  Oo.  first  mort.  bonds,  5  p.c. 


$ 


735,000.00 


Less  on  hand.' ,   1,522,000,00 


11,265,000  00 

! 

2,687,877.55. 


Wis.   Cen.  Co.  and  Wis.  Cen.  RR.  joint  and  several 

improv.  bonds 

Wis.  Cen.  RR.  first  series  bonds,  5  pc,  due  1909 

($2,278,000  retired) j   l,522,000.O0J 

Minn.,  St.  C.  c^*  W.  RR.  first  mortgage  bonds,  6  p  c ,   i  , 

due  1915 

Chippewa  F.  &  W.  R'y  first  mortgage  bonds,  7  p.c, 

due  1904 

Wis.  &  Minn.  RR.  first  mortgage  bonds,  7  p.c,  due 

1910 

Penok.  RR.,  first  mort.  bonds.  5  p.c,  due  1937.  .  . 
Minn.,  St.  C.  &  W.  RR.  terminal  mort.  bonds,  8  p.c, 

due  1895 

Minn,,  St.  C.  &  W.  RR.   improvement  mortgage 

bonds,  8  p.c ,  due  1906 


180,000.00' 

150,000.  oo' 

810,000.00 
30,000.00 


400,000.00 

I  i 

215,000.00;i7,259,877.55: 


Unfunded  Debt — 
Unpaid  coupons,  accrued   interest  on  bonds,  ac- 
counts payable,  etc 

Bills  payable 

Loans,  book  accounts 

Unpaid  balance  on  sleeping  cars 

C  W.  &  M.  RR.  rental  May  and  June 

Mil.  &  L.  W.  RR.  rental  May  and  June 

Wheeling  gravel  pit 

Wis.  Cen.  lili.  Land   Department — sinking  fund  account: 


Cash  not  yet  remitted  to  Trustees  .  .   . 
Unmatured  payments  on  land  contracts. 


Income  Account — 
Surplus  over  all  fixed  charges,  June  30,  1891  . 


377,582.00,  i 

500,478.84' 

531,500  39  I 

53,497.68  i 

29.822.41 ! 
6,864.22, 
1,822  25'  1,501^7.79 


147  16. 
103,367.01 1     103.514  17 


229,129.02 
41,369,736:26 


APPENDICES. 

A.  RANGE   OF   PRICES   OF  LEADING   STOCKS. 

B.  YIELD   TABLE  FOR  INVESTORS. 
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RANGE  OF  PRICES. 


A  P  PE 

Bange  of  Prices  of  Leading  Stocks  and  Income 


1 

1891 
24H-  *!H 

[890 

1889 

18^ 

"" 

1689 

I     Atch,.  Top.  *8.  Ffl... 

26!i-5eJi 

53.V-  WH 

90V-119V 

Tgv-ioo 

Income  5s 

38Ji-flejf 

^i-im 

!     Baltimore.!:  Ohio.... 

f&  -m 

92>i-llJ7Jf 

81  -loi;* 

80   -108V 

104    -180 

15U    -191 

1     Canada  SODlliem 

Hit-  ei« 

42    -8i;( 

:«;*-  57}f 

45V-  ^'■'H 

49    -61V 

34V- 71V 

'     Central  Pttclflt 

29    -MH 

26lf-36;( 

33   -36Ji 

^HH-^H 

28V- 43V 

38    -51 

Chesapeake  &  Ohio... 

liJi-SH 

'14H-  27J* 

15;i.28 

SI    -22V 

2    -    9V 

7    -13W 

lat  pref 

42    -«0f( 

1^    -66V 

ii5e;i-  69;i 

jaj(-20>i 

4    .  17 

13    -2IV 

Chic.  Burl.  &  Qulncf. 

7-.Jf-100)( 

80    -llUf 

89J(-lli;f 

1O3V-130H 

I2av-i58 

128V-141 

:     Chic,  MilT.  &  St.  Pan 

60^-- 78 

44    -79^' 

WH'  75V 

59V- 78 

6814-95 

8:^-99 

1      Chic.  &  Sortliweateni. 

W2i^-U7H 

BS    -117 

Iffi^i-ViH 

io2V-iie 

104V-127>4 

WtfV-iaiV 

Chic.  R.  I.  &Paciac.. 

esH-mh 

ei^i-  9eJi 

fStii-ma 

Wi-ii4V 

109   -mii 

120V-131 

Del,  Lack.  &  Western 

130Jf-14oJi 

123)r--ffl^ 

194»f-15i 

133V-145J< 

:23V-139V 

115   -144 

Delawaie&Hudaoa... 

HHi-UIH 

130    -175 

130    -156 

103    -Ydi 

98V-106H 

87V-108V 

East.  Tenn..  Vu.  K  Ga 

5    -    H!i 

6!i-  il.lf 

hM-  wh 

8   •  IIV 

•9V-  " 

H-  «H 

55    .  81 

63    -  78}j 

^    -  82V 

67    -tSBi 

1     Erie 

i^r;i-  3ijr 

16    -29Ji 

2jj(-  SO^i 

22V-  30V 

24V- 35V 

•iiM-tfSt 

1     Great  Northern  pref.. 

60    -86 

71    -86 

Illinois  Central 

90    -IMH 

85    -120 

106    -IlE^ 

113    -123V 

114    -138 

130   -14a« 

'     lakcShore 

lOo-i-ma 

101    -114;i 

ViH-V^ 

85V-1«^ 

89  -mi 

76V-K<Wi 

lAiii-  Ma 

51V-  57J( 

■mi-  61V 

Siii-  alii 

55V- B2 

I     Lonisv.  n  Kashv 

6,-.!(-  ffi»( 

6bH-sa!4 

i&H-  «!H 

54V- rov 

33V- «B 

1     Michigan  Central 

>f!)i-10ift 

83    -10iJ< 

UH-yiM 

72    -B2V 

tj"^^ 

61V- «* 

;     Mlaaouri  Patlnc 

biH-~H 

53    -  TBJf 

6+!i-78 

66V- 8BV 

84V-113 

IO0V-I19 

N.  Y.,  Cent,  fi  Hudson 

fl«;i-ii5 

95!i-lll 

Viiii-IV)H 

102^-'" 

10U<-114V 

9SV-11'V 

1     New  Jersey  Central . . 

l(BV-122)f 

90    -118}f 

92V-13I 

73V- 95V 

55li-  86V 

42V- M 

1     IJ.Y.,Suaii.&  Western 

6?.--  UV 

bh-    9 

7    -    U^f 

7V-  ll.>f 

7V-  14 

6    -TSa 

Norlhcm  Paciflu 

EO^i-  soli 

i6)(-  assi 

ffl  -36jr 

19V-  29)i 

20    -  34J,- 

23    -31V 

Prcterrea 

aaj,--  7N\ 

55    -88 

.=^-78^ 

43V- 64 

41V-  63V 

.i3V-«« 

Norfolk  &  West.  pref. 

46>j-  mi 

48    -66Jf 

47^,--  81?,' 

4i;i-  mi 

34V-  -^-'Ji 

2-.    -59V 

.     Ohio  &  Mississippi.... 

ij^i-  aiij 

15   -arji 

19H-  mi 

17V-  mt 

21    -3iV 

19V-  36V 

-     PennsvlTunia 

49Ji-5ll 

47)f-  aaji 
a8!<-  4SH- 

60S4--58 
36    -50 

52V-  56V 
44V- 69 

53V- 60 
34    -  71Jf 

51V-60!* 
18V- 5SJ* 

1     PMla.  iEeading  .... 

'         iBt  prof  income  lis.. 

47,'i-  70 

50    -75V 

76V-  94!i 

e5V-tfi>i 

1        2Bdpref.  IntomeoEj. 

29?f-5e!i 

55    -VBi 

89V-  78V 

3ndpref.  intoiua  5a. 

2j.',--  JBJj 

23    -49 

45    -63V 

5SV-  erv 

Bich.  k  W.  Pt.  Term  . 

lOij-  llljf 

13ii-2>fH 

iflV-  -^H 

19    -2»£ 

20V- o.'^ 

27?i-  7;v 

Teitts  &  PacitiL' 

ll.l,'-  IB',- 

13    -24;* 

na-23 

•18V-  WH 

2J    .3»» 

7V-2SV 

i.7  -avf 

26    .45>J 

34    -40 

37    -45 

i     Union  PaelHc 

3-^1,'-  rtiH 

40  -8?;* 

Ka-  7IV 

48    -66V 

44    -63V 

44V-  tSV 

iOPPLEMEXT. 


EANGE  OF  PRICES. 
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lis  D  I  X. 

nds  for  Twelve  Years, — New  York  Quotations, 


1885 


AQi 


1884 


) 


<3>i-  BQH 


.23 

J  ^H 

.3 

7    • 

105    ■ 

82f^- 

66;i- 

2^- 


185 

47>^ 

49 

13:ii 

23^ 
138;^ 

99 

115^ 
132 
129^ 
100>i 

8^i 


59>^-  80 


167    - 

24^. 

30    - 

5    - 

9>i- 

107    - 

58;^- 

8i;^- 

ioo;<- 

86^- 

67    - 

3    - 


199 

57^ 

67^ 

15 

28 
127^ 

94;^ 
124 
126^ 
133>^ 
114 

8^ 


1883 


78    -  86V 


192>i-205 
47^-  71^ 
61    -  88 


9V-27J^I    11^^-28^ 


119>i 

50li- 

22  - 
46;^- 
89>^- 
81^- 
31    - 

15    - 

36V- 
14    - 

lov- 

45V- 
13    - 


-140 


89V; 

61V  I 

51V  I 

79  V  I 

lllV, 

107V  ' 
52     , 

9V! 
31V 
65V 
34V 
28V 
56V 
26 


110  -140 
59V-104V 
57    -  71V 
22V-  51V 
51V-  94V 
63V-100 
83V-122 
37V- 90 

IV-    6 
14    -  27 

37V-  57V 
17    -  42 

14V-  25V 
49V-  61 
16V-  60V 


13 

23 
115V 

91V 
115V 
116  V 
lllV 
302V- 
4V- 


•23V 
•35V 
•129V 
•108V 
140V 
127V 
131V 
112V 
IIV 


1882 


1881 


78V-  96V 


26V- 40V 


124    -148 


190    • 
44 

82V- 
19V- 
27V- 

120V- 

96V- 
124    - 

122    - 

116V- 

102V- 

8    - 


202 
.  73 

97V 
27 

41V 
141 

128V 
150V 
140  Ji 

150V 

119V 
16 


92    -154V 


33V-  43V 


18V-  43V 
9V-  25V 


12    -  32 
5V-  22V 


i41    -  62V  I    28    -  84V 


92V 
63    . 

40V- 

77    - 
86    - 

uiV- 

68V- 
4V- 
23V- 
49V- 
32  ■ 
21  - 
56V- 
46V" 


114V 

73V 

58V 

lOOV 

106V 

129V 
90 

8V 
53V 
9CV 
49V 
36V 
64V 
61V 


21  -  39 
17V- 43 


70V-104V 


127V 
98 

68V 

49V 

77    - 

86V- 

123V 

63V- 


•150V 
•120V 
•67V 
lOOV 
105 

112V 
138 

97V 


183    • 
50 

80V 
20V- 
32V- 

133V- 

loiv- 

117  - 
129  - 
107    ■ 

89V- 
13    ■ 


210 

•  90 

102V 
33V 
48V 

182V 

r29V 

136 

148V 
131 

115V 
21 


1880 


113V-152V 


39V-  52V 


27V-  54V 

e9V-ioov 

44V-  60 
27    -  42 

53V-  65V 
46V-  67V 


23    -263 
34    -  bi> 


V2A 

57V 
79 

84V 
85 

130V 
82V- 


-146V 
135V 
64V 
■llOV 
-126V 
-114  V 
-155 
•112 


32V-  51 

64V- 88V 
53  -  70 
35  -  60 
59V-  70V 
50  -  74V 


122-174V= 
41V-  73V 


40  -  81V 

63  -  97V 

15  -  25V 

22  -36V 

113  -183V 

66V-n4V 

87V-130 
tlOOV-204 

68V-110V 
60    -  92  V 


30    -  51V 

'     •  ' 

99V-127V 
95    .139V 
46    -  57V 
t77    -174 
75    -130V 

122    -155V 
45    -  90V 

20    -  36 
39V-  67V 

23  -  44V 
48  -  67V 
13V-  72V 


30    -47V 


98V-119V    105V-131V     80    -113V 


Atch.,  Top.  &  S.  Fe 

Income  5s. 
Baltimore  &  Ohio. 
Canada  Southern. 
Central  Pacific. 
Chesapeake  &  Ohio 

1st  pref. 
Chic,  Burl.  &  Quincy. 
Chic,  Milw.  &  St.  Paul. 
Chic.  &  Northwestern. 
Chic,  R.  I.  &  Pacific 
Del.,  Lack.  &  Western. 
Delaware  &  Hudson. 
East  Tenn.,  Va.  &  Ga, 

1st  pref. 
Erie. 

Great  Northern  pref. 
Illinois  Central 
Lake  Shore. 
Lehigh  Valley. 
Louisv-  &  Nashv. 
Michigan  Central 
Missouri  Pacific. 
N.  Y.  Cent.  &  Hudson. 
New  Jersey  Central. 
N.  Y.,  Susq.  &  Western. 
Northern  Pacific. 

Preferred. 
Norfolk  &.  West.  pref. 
Ohio  &  Mississippi. 
Pennsylvania 
Phil.  &  Reading. 

1st  pref.  income  5s. 

2nd  nref.  income  5s. 

3nd.  pref.  income  5s 
Rich.  &  W.  Pt.  Term. 
Texas  &  Pacific 

Income  5s. 
Union  Pacific. 


APPENDIX  B.  -  TABLE  FOR  INVESTORS. 

The  following  table  shows  the  rate  per  cent,  of  annual  income  to  be  realized  from 
stocks  or  boDds  bearing  any  given  rate  of  yearly  dividends  or  interest,  from  1  to 
15  per  cent.,  when  purchased  at  various  prices  from  10  to  300  per  cent. 

For  example:  To  ascertain  what  rate  of  annual  interest  will  be  realized  on  a  bond 
or  stock  which  bears  7  per  cent  per  annum  and  can  be  purchased  at  92  {ue.^  at  92 
per  cent  of  its  par  value,  whatever  the  par  may  be),  fiod  92  in  the  column  of  '^pur- 
chase price"  and  follow  that  line  across  to  tiie  column  headed  „7  per  cent,*'  which 
will  show  the  correct  figure— in  the  present  instance,  7.60  per  cent. 


Pur- 
chase 
Price. 


3  per 
cent. 


4  per 
cent 


4^  per 
cent. 


5  per 
cent. 


6  per 
cent. 


7  per 
cent. 


8  per 
cent. 


9  per 
cent. 


10  per 
eent. 


12  per 
cent. 


15  per 
cent. 


I 


10. 

15. 
20. 
22. 
24. 

267 
28. 
30. 
32. 
34. 


30 

20 

15 

18. 

63 

12. 

60 

40 

26.66 
20  I 
18.18 
16  66 


45 

30 

22.60 

20.45 

18  75 


11.60 
10  71 
10 

9.37 
8  82i 


16.38 
14.28 
18.33 
12.50 
11  76 


17  30 
16.07 
16 
14.06 


13.23 


60 

33  33 
25 

22.72 
20.83 

19  33 
17.86 
16.66 
15.82 
14.70 


60 

40 

30 

27.27 

25 


70 

46.66 
36 

81.81 
29  16 


80 

53.33 
40 

36.  S6 
33.33 


90 

60 

46 

40.90 

37.50 


100  1120 
66.66  m 
60 

46.45 
41.66 


60 
64.54 


60 


160 

100 
76 

68.18  i 
62.60 


23.07 
21  42 
20 

18  76 
17.64 


26.92 

25 

23.831 

21.8^1 

20.681 


30.76 
28.67 
26  66 
25 
23.52 


34.61 
32.14 
30 
28.12 

26  47 


38  46 
36.71 
33.33 
31.25 
29.41 


46.16 
42  85 
40 

87.60 
36.29 


67.69 
53.67 
50 

46.87 
41.11 


36. 
38. 
40. 
42. 
44. 


8.33i 


7 
7, 
7, 
6 


89 
51) 
14 
81 


11.111 

10.52; 

10 

9.52{ 

9.09 


12.60 
11.84 
11.25! 
10.71J 
10.22 


13.88 


13.15! 
12  50i 
11  90' 
11.86! 


16.66 
15.78 
15 

14  28 
13.63 


19.44 
18.42 
17  60 
16.66 
16.90 


22.22 

21.50 

20 

19.04 

18.18 


26 

23.68 

22.50 

21.52 

20.45 


27.77 

26.31 

25 

23.80i 

22.72 


33.33 

31.67 

30 

28.67 

27.27 


41.66 
39.47 
37.50 
36.71 
34  09 


46... 
48... 
f.O... 
51... 
52... 


6.52 

8  69 

6.25 

8.33 

6 

8 

5.88 

7  84 

5.76 

7.69: 

9.78i 
9.371 
9  i 
8.82, 
8.65 


10  86 

13.04 

15.21 

17.39 

19  56 

10.41 

12.50 

14.58 

16  66 

18.75 

10 

12 

14 

16 

18 

9  80 

11.76 

13.72  15.68 

17.64 

9.61 

11.53 

13  46 

16.38 

17.30 

21.73 
20  83 
20 

19.60 
19.23 


26.08 

26 

24 

23.62 

23.07 


32.60 
31  25 
80 
29  41 

28.84 


53. 

64. 

55 

56. 

57. 

"68" 
69 
60. 
61. 
62, 


5.66 

7.64 

6.55 

7.40 

5  45 

7  27, 

6  35 

7.14 

5.26 

7.01 

8.49 
8.33 
8.18: 
8  03 

7  89 


».43 
9  25 
9.09 
8.92 
8.77 


11.321 

11.11, 

10.90, 

10.70 

10.52 


13.2U| 
12.961 
12.72' 
12.50, 
12  27 


16.091 
14.81J 
14  64| 
14  28 
14.031 


16  98 
16.66 
16  36 
16  07! 

15.781 


18.86 
18.51 
.8  18 
17  85 
17.54 


22.64 
22  22 
21.81 
21.42 
21  06 


28  30 
27.77 
27.27 
26  78 
26  31 


r    ! 


5.17 

5.08 

5 

4.91 

4.83 


6.89 
6  77 
6  66 
6.56 
6  45 


63  . . . 

64  ... 
65. . . . 
66.... 
67   ... 


4.76 
4.68 
4.61 
4  54 
4  47 


6  34 
6  25 
6.15 
6.06 
5  97 


7.76 
7.62 
7.60 
7.37 
7.25 

~Tli\ 
7.03 
6.92' 
6.81 
6  71 


8.62 
8  47 
8  33 
8.19 
8.06 


10.34 
10.16 
10 
9.83 


12.06 
11.86 
11.66 
11.47 


9  67;   11.29 


13  79 
13  66 
13.33 
13.11 
12.90 


15.51 
15.25 
15 

14  75 
14. 5r 


17  24 
16.94 
16.66 
16  39 
16.12 


20.68 
20.3J| 
20  I 
19  67i 
19.35, 


25.86 
26  42 
25 

24  69 
24.19 


7  93 
7.81 
7  69 
7.57 
7  46 


9.521   11.11 


9.37|   10.93 
9.23    10  76 
9.09' 
8.95' 


12  69 
12  50 
12.30! 
10.60    12.12 
10.441   11.94' 


14  28 

15.87 

19  04 

14.06 

15  62 

18.75 

J3.84 

15.38 

18.46 

13.63 

16.15 

18.18 

13.43 

14  92 

17.91 

23,80 
23.43 
23.07 
22  72 
22.38 


68. 

69. 

70 

71. 

72. 


4  41 

4.34 

4.281 

4.221 

4.16' 


5.88 
5  79 
5  71 
5.63 
5.55 


6.61 

7.35 

8.h2 

10  29 

11.76 

13  23 

14  70 

17.64 

6.6i 

7.24 

8  69 

10.14 

11.59 

13  04 

14  49 

17.39 

6.42 

7  14 

8.57 

10 

11  43 

12.85 

14.28 

17.14 

6.33 

7  04 

8  45 

9  85  11.26 

12.67 

14.08 

16  90 

6  25 

6.94 

8  33 

9.72 

11  11 

12  50 

13.89 

16.66 

22.05 


21.12 
20.83 


73. 

74. 
75. 
76. 

77. 


4.10 
4  05 
4 

3.94 
3.89: 


5.47 
5.40 
5.33 
5.26 
5.19 


6  16 
6.08 
6 

5  92 
5.84 


6  84 
6.75 
6  66' 
6.57 
6.49! 


8.21 
8.10 
8 

7  89 
7.79 


9.68 
9  45 
9.33 
9.21 
9  09  i 


10.95 

12.32 

13.69 

16.43 

2».54 

10.80 

12.16 

13  51 

16  21  20.27 

10  66|  12 

13.33 

16 

20 

10.52 

11.84'  13.15 

15.78  19.73 

i  10.38'  11.68;  12  98 

15.68  19  48 

78... 
79... 
80... 
81... 
8-> 

U^rf •   •   • 

'83..T 
84... 
86..  . 


3  84; 

3.79 

3.75; 

3.70' 

3.65 

~3  61' 
3.57 
3  52 


5.12 
6.06 
5 
4  93 

^87 

'Vl'x 

4.76 
4.70 


5.76 

6  4i; 

7.69 

8  97 

10  25 

11  531  12  82 

15.38 

19.23 

6.69 

6.32; 

7.59 

K  86 

10  12'  11.891  12  65'  15.18 

18.98 

5.62 

6  25 

7  60 

8.75 

10 

11  25!  12  60  16 

18  76 

5.65 

6  17 

7.4<» 

8.64 

9.87 

11  111  12  34  14  81'  18  51  ; 

5.48 

6.09 

7.31 

8.63 

9.75 

10.97  12  19  14  63|  18  29 

6.42 

6.021 

7  22 

8.43 

9.63  10  p4  12  04 

14.461  18.04  : 

6  35 

6.95 

7  14 

8  33 

9  52  10.71!  11.90 

14  28  n  85  : 

5.29 

5.88: 

7.06 

8,23 

9  41  10.681  II  76 

14.11,  17.04 

chase 
trice. 

H() . . . 
S7... 

m»... 

90... 

~t>i... 

•  '  ^  •   •   • 

P4... 


.9  f»rr    4  per  4\per    5  per 
rent.      c^tU.  '  rent.      rent. 


/;  per 
cenl. 


7  p(Y  .  H  per    .0  per  10  per  I?  per  lo  per 
cfnt.  I  cent.      cent.      cent.      cnit.  ,  cent. 


9«>. 
97. 
9H. 
99. 
100 


lul... 
102... 

loa... 

104... 
lOfi  .. 

"lO(S... 
1(»7... 
lOrt... 
109... 
110   .. 

111... 
112  .. 
ll:J... 
lU... 
lir.... 

in;  .. 

117... 
IIH... 
119... 
120..^ 

12  K.  7 
122... 

12:;.. . 

124... 
125... 

130... 
l:W... 

Ho-- 
U5... 
150.. 

uw... 
iti.-)... 

170... 
175_.. 

i8o7T. 

1S5... 
190... 
196  .. 
200... 

210... 
220... 
22r>... 
£'M)... 
240... 

260. .'. 
275... 

:ioo... 


«.4H 

:{.44 
3.40 

».29 
a.  26 
3.22 
3.19 
3.16 

3  10 
3.09 
3  06 
3.03, 
3 


4.05 
4.59 
4.54 
4.49 
4.44 


5.23 
6.17 
6  11; 
5.06' 

5       I 


i  . 

1 

1 

5. HI 

(5.97 

8.13 

9.30 

6.74 

C  89 

H  04 

9.19 

6.68 

6.81 

7.94 

9.09 

6.61 

6.74 

7.86 

H.98 

6.55 

0.66 

7  77 

n   88 

4  39, 
4.34- 
4.30 
4.25 
4  21 

4.16 
4.12 
4  08 
4.04, 

4        I 


4.94 
4  89 

4.83 

4.7H' 

4.73; 

4.68 
4.63 
4.59 
4  54 
4.ftU 


5.49; 

5.43 
5.37I 
5.31 
6.26' 

I 

6.20 
5  16 
6.10 
6.06 
6 


6.69 1 
6.R2 
G  40 
0.38; 
6.31 


7.69: 

7.60 

7.62! 

744; 
7.36 


8.79 
8.69: 
8  60 
8.6I: 
8  42. 


6.26 

7.29 

8  33 

6.18 

7.21 

8  24 

6.12 

7.14 

8.10 

6  06 

7  07 

8.08 

5 

7 

R 

2.97 

3.96 

2.94 

3  92 

2  91 

3  88 

2.88 

3.84 

2  85 

3  80 

2.8;j 
2.80 
2.77, 
2  75 
2  72 

2.70" 
2.07 
2.05 
2.03: 

2  50| 

"2.    8" 
2.66 
2.54 
2  62, 
2.50 


3.77. 
3.731 
3.70 
3  GO 
3  03 

3.001 
3  57! 
3  54; 
3.50 
3  47 


4.46| 
4.411 
4  36' 
4.321 
4.28! 

4.24 

4.20 

4.10, 

4.12 

4^9 

4Tu5 
4  01: 
O.O81 
3.91 
3.91 


4.95 
4.90 
4.85 
4.80 
4.76 

~4.71 
4.67 
4.02; 
4  58 
4.54 


6.94 

5.88 

5.82| 

6.76! 

6.71 

y.GO 
5.60 
5.56 
5.50, 
5.451 


6  93 
6.86 
6.79 
6  72 
6.66. 

6.60' 

6.64 

G.48 

6.42 

6.36 


4.50 
4.40 
5  42 
4  38' 

4  35 


4.40 
5.35 
6.30 
5.26 
5  21 


3.44 

3  .V7; 

4.31 

5.17 

8.41 

3.»t! 

4.27 

5.12 

3.38 

3.8I; 

4.23 

5. OK 

3.:^6 

3.78 

4.20 

5.04 

3  33 

3  75 

4.16 

5 

6  30 
6  25 
6.19 
6.14 

6  08 

6.03 
5. 98 
6.93 
5.88 
5.83 


7.92 
7.84i 
7.76 
7  69 
7^61 

7^54 

7.47 
7.40 
7.33 

IlV 

T.~20 
7.14 
7.07 
7.01 
6  95 


6.89 
6.83 
0.77 
6.72 
5.66 


2.47 

3  30 

3.71 

4.13 

4  95 

5  78 

2  45 

8  27 

3  68 

4  09 

4.91 

6.73 

2.43 

3  25 

3.65 

4.06 

4.87 

6.69 

2.41 

3.22 

3.62 

4.03 

4.83 

5.65 

2  40 

8.20 

3  60 

4 

4.80 

5  60 

6.61 
6.55{ 
6.60: 
6.45' 

6.40 


2.30 
2  22, 
2.14' 
2  06 

a  _ 

1.93 

1.87 
1.81, 
1.70 
1.71 


3.08J 
2.961 
2.85 
8.75 
2  6i! 

2.50 
2.42 
2.3.'> 
2.28 


1, 
1. 
1 
1. 


06 
62 
57 
53 


1  50 

1.42 
1  36 
1  33 
1.301 
1.2V 

1.20 

I.09I 

1 


2.221 
2.10" 
2.10. 
2  051 

2  _| 

l.im, 

1.81 
1.77i 
1.73 
1.1-6  [ 

LOOj" 
1  45! 
1.33 


3  46 
3.33 
3  21 
3.10 
3 

2  90 
2  81 
2.72 
2.64 
2.57, 

2.50 
2  ^3 
2.30 
2  30 
2.25 

2.141 
2.04, 
2       I 
1.97 
1.87 


3.84 

4.61 

5.38 

6  15 

.3.70 

4.44 

6  18 

5  92 

3.57 

4.28 

5 

6.71 

3  41 

4  13 

4  82 

5.61 

3.33 

4. 

4  66 

6.33 

1.80 

1.03: 

1.60 


3.22| 
3.1i> 
3.03] 
2.94; 
2.85 

2. 77" 

2.70 

2.63 

2.56j 
2.50! 

~2.38 
2.27 
2.22 
2.17' 
2.08, 
2       , 

1.81 
1.60 


3.87! 

3.75! 

3.03 

3.52 

8.42 


3.33 
3.24 
3  15, 
3.071 
3       ' 

2.85 
2.72 
2.60 
2. 60' 
2.50; 

2.40! 

2  181 


4.61, 
4.37| 
4.24, 
4.11' 
4 

3.88 
3.78i 
3. 08 1 
3.68 
3.50" 

3.33 
3.18i 
3  11' 
3.04 
2.91 

'2.  no 
2.64 
2.33 


5.16 
5       , 
4.84 
4  70: 
4.57 

4  441 
4.32; 
4.21 

...,., 

3.80 
3.63; 
3  55 
3.47 
3  33 


10  31 
10. -i2 
10.11 

9  89 
9.78 
9.07 
9.57 
9  47 

"9.37 
9.27 
9.18 
9.09, 
9 

8. 9  J 
8 

8.73 
8.65 
8  67 


11. 6i 

11.49 

11.36 

11.23j 

11.11 


li.95 
13.79 
13.63 
13.48 
13.33 


10.98  1.318 
lOM  1.304 
10. 75 I  1.290 
10.031  1.276 
10  52'   1.263 


ii"' 


8.49 
8.41 
8.33 
8.25 

8  18 


10.41 
10  30 
10.20 
10.10 
10  # 

9~90 
9.80 
9.70 
9.61 
9.62 

9.43 
9.34 


8  10 
8.03! 
7.90 
7.891 

7^82! 

7.75" 

7.69' 

7.02i 

7.60- 

7.50|_ 

■7.43" 
7.37 
7  31 
7  25, 

7.20! 


3.201 
2.90! 
2.06 


6.92" 
6. 161 
6.42 
6  20 

6       I 

5  80; 
5  62 
5.45 
6.29' 
5  14' 

6 

4.86 
4.73 
4.61 

4.50; 

4.28 
4.09 

*        I 
3  91 

3.761 

3.60 
3.27 
3 


12.50 
12.87 
12.24 
12.19 

12     J 

11.88 
11.76 
11.66 
11.63 
11.42 

11.32 
11.21 


0.17 
9  09 


9.25:    11   11 
11 
10.901 


9 

K  92 
8  84 
8  77 
8.69 

3.61 

8.64 
8.47 
8.40 
8.33, 


8  26 
8   19 
8.131 
8.0-1 
8       i 


10.81 
10  71 

10  611 

10  62' 

10.43 

10  34 
10.25; 
10.16 
10.08 
15       i 

9.91 
9.^-3 

9.76| 

9.6r= 

9.60 


17  44 

17.24 

17.04 

16.86 

J16_66 

16  48 
16.30 
16  12 
15  95 
16.78    i 

16.72 
15  40 
16.30 
16.15 
_15 

"l4"85 
14.70 
14  56 
14.42  ' 
14.28_ 

14  15~ 
14.01 
13  88  ' 
13.76 
13.63 

13.61 
13  39  . 
13  27 
13  15 
13  04 

12.93 
12.83 
12.71 
12  60  I 
12.60  ! 

12.39 
12  29 
12.19 
12.09 
12 


7.69 
7.40 
7.14 
6.89 
6  06 

6  45 
6  26 
6.06 
5.88 
5.71 


55 

40 
20  i 

,13! 

I 

I 


4.7M 
4.54I 
4  44 
4.34 
4.16 


4 

3.63 

3.33 


9.23 
8.88, 
8.57: 
8.27 

8  ; 

7.74 
7.60 
7.27: 
7.05 
^.86 

"oroG 

0  48 
0.31 
5.15 
0 

5.71 
6.46 
5.33 
6.21 
5_ 

4'T80' 
4.30! 

4 


11.63 
11.11 
10.71 
10.34 
10 

9.67 
9.37 
9.00 
8.82 
8.57 

~8".3"3 
8.10 
7.89 
7.09 
7  50 

7.14 
6.81 
6.66 
6.62 
0.25 

0 

4  45 
5 


INDEX. 


AbuACS   see    under   Blackmail,   Capita- 
lisation,  THscrimination.  yVater^  etc. 

Adams,  C.  F ,  quoted,  122. 

Adirondack  Mountains  •  see  Map  2. 

Advertising  5,  95,  104,  105,  497,  550. 

Agencies,  Freiglit  and  passenger,  6. 

Agents,  6,  95,  96. 

Akron  and  Chicago  Junction  RR.,  288. 

Alabama,  717. 

Alabama  Great  Southern  Ry.  (.Vfl/>.5.)789. 

Alabama.  New  Orleans  and  Texas  Pa- 
cific RR.    (  Map  5.)  789—90. 

Alabama  Midland  RR.,  789. 

Alabama  and  Yicksburg,  RR.,  791. 

Albany.  NY.,  186,  197. 

Alexander,  General,  quoted,  24. 

Alleghany  Mountains.  244. 

Allegheny  Valley  R.R.,  258. 

Altoona,  Pa.  2 13. 

Amalgamation  65,  66:  see  also  under 
Consolidation. 

Americanisms,  106. 

Arizona,  618. 

Arkansas,  548. 

Asheville,  N.  C,  717. 

Atchison,  Kan.,  547. 

Atchison,  Topeka  and  Santa  F6  RR. 
{Map  4)  scrip  dividend,  129:  in  North- 
western traffic,  537 ;  in  Southwestern 
traffic,  551;  history ,558— 573;  descrip- 
tion, 560—562;  component  parts, 
664;  reorganisation,  566etseq.;  con- 
version of  Incomes,  570  et  seq.; 
Tables.  574-9-780. 

Atlanta,  Ga,  7^7. 

Atlanta  and  Florida  RR,  791. 

Atlantic  and  Pacific  RR.,  581—2. 

Atlantic  Coast  Line. 

Augusta,  Ga.,  717. 

Baltimore,  Md.,  186,  269. 
Baltimore  and  Ohio  RR,  (Maps  lands) 

17,  42;  history  269—272;  component 

parts  272—283;  description,  272—275; 

tables  278—281. 
Baltimore     and     Ohio     Southwestern 

RR.  {Map  1)  285.     799. 
Baltimore  and  Potomac  RR.,  258. 
Betterments  and  accounts,  153. 
Bismarck,  Dak.,  451. 
Birmingham,  Ala.,  720. 
Blackmailing  by  Railroads,  20. 


Bonds,   12;    fraudulently    issued,    12.5; 

sold  at  a  discount,  127;  in  demand, 

136;  varieties  enumerated.  145;  price 

compared  with  value,  180. 
Boston,  Mass.,  355. 
Boston  and  Albany  RR.  {Mapsl  and  2) 

201,360. 
Boston  and  Lowell  RR.,  {Map  2)  361. 
Boston  and  Maine  RR,  {Map  2)  362, 

799. 
Booms,  548—9. 
Buffalo,  N.Y.,  186,  197,  387. 
Buffalo  &  Southwestern  RR  is  part  of 

Erie  system. 
Burlington,  Cedar  Rapids  and  Nortli em 

RR.  {Map  5)  538. 
Business  in  U.  S.,  11,  170. 
Butte  City,  Montana,  616. 


Cairo,  111.,  726. 

California,  620—22. 

Camden  and  Atlantic  RR.,  259. 

Canadian   Pacific  RR.,  {Maps  1  and  4) 
459,  525-529. 

Canada  Southern  RR  ,  (Michigan  Cen- 
tral) 399. 

Cape  Fear  and  Yadkin  Valley  RR.; 
{Map  5).  791. 

Capital  invested  in  RR,  16,  note. 

Capitalisation  123—125,  see  also i;o*i<?.s- 
Shares   and  Water. 

Carolina  Central  RR.,  {Map.b).  791. 

Cars,  Railway,  in  U.  S.  and  England 
compared,  120—121. 

Car  Trust  Certificates.  147. 

Catskill  Mountains,  197.  348. 

Cattle  Traffic,  apportionment  of,  in  the 
Northwest,  461. 

Central  Branch  Union  Pacific  592. 

Central  Georgia  RR.,  748. 

Central  Ohio  RR.  {Map  3)  286. 

Central  RR.  and  Bank.  Co.  of  Georgia, 
{Map  5).  785—7 

Central  Pacific  RR.  {Map  4)  swindles 
in  connection  with,  126 ;  engineering 
difficulties,  623.  Government  sup- 
port, 627,  history,  701—5,  component 
parts,  705,  debt  to  Government 
708— 13,  tables  und  statistics,  706—8 

Central  RR.  of  New  Jersey,  {Map  2) 
394^298. 
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Cental  States  ( Vap  3)  Characteristics 
of  375,  et  seq.^  railways  in,  f"6. 

Central  Vermont  RR.  (Map  2)  363. 

Charleston,  S.  C  717. 

Charleston,  Cincinnati  and  Chicago 
RR.  791. 

Charleston,  and  Savannah  RR.  791. 

Charleston,  Sumter  and  Northern  RR. 
791. 

Charlotte,  N.  C  717. 

Chattanooga,  Tenn.,  716. 

Chesapeake  and  Ohio  RR.(  jfap  5)history, 
764—5,  796;  component  parts,  766; 
description,  766—9:  tables,  769—72; 
present  position  771—3. 

Chesapeake  and  Ohio  Southwestern  RR. 
{Map5J  765,  791-2. 

Chicago,  III.,  Statistics  relating  to  383, 
461,  462,  description  446  et  seq. 

Chicago  and  Alton  RR.  ( *fap  4)  history, 
515;  component  parts,  515;  statistics 
and  tables,  516—17. 

Chicago  Burlington  &  Northern  RR., 
501. 

Chicago,  Burlington  &  Quincy  RR. 
(  Vap  4)  scrip  dividend.  129;  history, 
494;  component  parts,  495;  descrip- 
tion 496—7;  statistics  and  tables 
497-501. 

Chicago  and  Eastern  Illinois  RR. 
(Hap  8)  539. 

Chicago  and  Erie  RR.,  216,  433. 

Chicago  and  Grand  Trunk  RR.  (}fap3) 
436. 

Chicago  Great  Western  RR.,  (Map  4)  533. 
800—801. 

Chicago,  Milwaukee  and  St.  Paul  RR. 
(Map  4)    decline  in  lates  on,   92 
history,  463;  component  parts,  464 
description,  465  et  seq. :  finances  470 
tables  and  statistics  472—476. 

Chicago  and  Northwestern  RR.  {I^ap  4) 
Description,  478,  481 ;  history,  479— 
481 ;  finances  and  statistics  483—487 ; 
intimate  relations  with  Union  Pa- 
cific, 496. 

Chicago,  Peoria  and  St.  Louis  RR. 
(Map  4)  540. 

Chicago,  Rock  Island  and  Pacific  RR. 
(Map  4)  history, 51 8— 20;  component 
parts,  520—21;  description,  522; 
statistics  and  tables  524—526. 

Chicago,  St.  Paul  and  Kansas  City  RR. 
see  Chicago  Great  Western. 

Chicago,  St.  Paul  Minneapolis  and 
Omaha  RR.  (Ch.  &  N.W.)  488,  etc. 

Chicago  and  Western  Indiana  RR.,539. 

Chicago  and  Western  Michigan  RR.,  540. 

Cincinnati,  0.,  376. 

Cincinnati,  Hamilton  &  Dayton  RR, 
(Map  8)  41\,  441. 

Classes  in  trains,  107. 

Cleveland.  0.,  376,  386. 

Cleveland  Akron  &  Columbus  RR.,  439. 

Cleveland  and  Canton  RR.,  439. 

Cleveland,  Cincinnati,  Chicago  &  St. 


Louis  RR.  (Maps  1  and  8)  compo- 
nent parts,  403;  tables  and  statistics, 
405.407—9;  history, 404;  connections, 
406;  prospects,  410.   801-803. 

Cleveland.  Lorrain  &  Wheeling  R.R.,439. 

Cleveland  and  Mahoning  Valley  R.R.  439. 

Cleveland  and  Marietta  R.R.,  439. 

Cleveland  and  Pittsburgh  R.R ,  259. 

Coalfields  in  Pennsylvania  289—91;  in 
Missouri  545;  in  Illinois  444,  545; 
in  Colorado  618;  in  New-Mexico 
618;  in  Alabama  717;  in  Virginia 
and  Kentucky  715—16. 

Coal  roads  189—91 ;  289—306. 

Coal  traffic.  Eastern,  190.  290.  North- 
western 462;  on  N.  &W.  755. 

Collateral  Trust  bonds,  104. 

Colorado  617. 

Colorado  Midland  RR.  587—9, 

Columbia,  S.  C,  717. 

Columbus,  Ga,  717. 

Columbus,  0.,  376,  439. 

Columbus  and  Cincinnati  RR,  256. 

Columbus,  Hocking  Valley  and  Toledo 
RR.,  440. 

Columbus,  Shawnee  and  Hocking  440. 

Commercial  and  Financial  Chronicle,  quoted 
from  ix. 

Comparisons  between  American  and 
other  railroads  4—5, 18—19, 120-121. 

Competition,  Intensity  of  5,  35.  discus- 
sed 53—63,  examples  of  54,  452, 
causes,  56,  consequenses.  56,  —  and 
investors  57,  bearing  upon  rates 
57,  58,—  of  water  routes,  see  water 
routes,  in  the  Northwest,  459. 

Concord  and  Montreal  RR.,  347.  802. 

Confluence  and  Oakland  RR.,  286. 

Consolidated  mortgage  Bonds   146.. 

Consolidation  63,  tendency  of  the  age 
towards,  65,  instances  of  65.  causes 
67,  four  methods  of  efl'ecting  con- 
solidations, 69.  results  in  economy 
73,  causes  harmony,  73.  its  effects 
upon  investors,  74,  objections  to 
consolidation,  75. 

Construction  21,  21  note,  swindles  and 
frauds  in  connection  with  126,  664, 
703   effects  of,  161,  its  necessity  445. 

Control  tiough  ownership,  69,  through 
leases  70,  71,  through  agi-eements 
and  associations,  72, 

Corruption  by  Railroads,  41. 

Cost  of  transportation,  decline  in,  de 
monstratea,  118—19. 

Cotton  in  the  U.  S.,  719,  721,  725. 

Cow  catcher,  122. 

Cook,  W.  W.,  quoted.  20.  27, 

Crops,  Northwestern,  446. 

Crossings,  level,  122. 

Cullom  Committee,  4S. 

Cumberland  Valley  RR.,  259. 


Dallas,  Tex.,  549. 
Debentures,  148. 
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Delaware  and  Hudson  RIl.  and  Canal 
Co.  302-304. 

Delaware,  Lackawanna  and  Western 
RR ,  292-294. 

Density  of  railroad  system  in  England, 
53,  in  U.  S.,  53,  in  the  Northwest,  452. 

Denver,  Colo.,  617—18, 

Denver  &  Rio  Grande  (Map  4)  engineer- 
ing difficulties,  623,  history,  674-78, 
description,  678—683,  position,  682, 
tables  and  statistics.  684—6 

Depew,  Chauncey  M.,  185,  209,  722. 

Des  Moines,  la.,  451. 

Detroit,  Mich.,  377,  441. 

Detroit,  Lansing  and  Northern  RR ,  441. 

Differences  between  English  and  Ame- 
rican RR.,5. 

Differential  rates,  see  under  discrimi- 
nation. 

Dining  cars,  108. 

Discretion  of  presidents,  151. 

Discrimination  jagainst  localities,  22  et 
seq.,  40,  43,  ajiainst  individuals, 25 «{ 
seq,  in  favour  of  Standard  Oil  Co., 
26,  criminal  nature  of,  26, 27.  against 
merchandise,  28,  motives  leading  to, 
32,34,  evils  of,  33,  its  extent  in  U.  S. 
33,  it  failure,  34. 

Division  bonds,  146. 

Dividends  139, 149, 150,  passing  of,  153. 

Dodge,  General  G.  M.  697. 

Drew,  Daniel,  223. 

Duluth,  456  et  seq. 

Duluth  discriminations.  40. 

Duluth  South  Shore  and  Atlantic  RR., 
(Map  4)  531. 

lilarly  days  of  railroading  in  U.  S.  16 
19  et  seq. 

Earnings  of  American  RR.,156;  causes 
of  decline  in,  158;  average  per  mile 
159;  will  probably  improve,  162, 
164,  206;  possibility  of  improving 
earnings,  103. 

East  Tennessee,  Virginia  and  Georgia 
R.R.  (yfap  a.)  Description  and 
tables  783-85, 

Eastern  States,  183,  d  sej. ;  railways 
in,  183  et  seq. 

Economy,  necessity  of  further,  103—104. 

Elmira,  N.Y.,  215. 

Ely,  Prof.  T.  R.,  on  discrimination.  23. 26. 

English  Association  of  American  Bond 
and  Shareholders.  144. 

Equipment  Bonds,  147. 

Erie  Canal,  17,  19,  189,  269. 

Erie  Railroad,  planned  early,  17;  scrip 
dividend,  12^);  history  211. 221  </st(?.; 
component  parts,  212;  description 
213—16;  condition  217;  tables  and 
.statistics  218— 21  and  229—33;  finan- 
cial prospects  226—28;  in  Central 
States  379;  relations  with  N.Y.,  Pa., 
and  0.  RR.  420-22;  with  Ch.  & 
Erie,  433.    SOS 

Evansville,  Ind.  376. 


Evansville  and  Terre  Haute  RR.,  442. 

Keening  Journal  (Chicago)  quoted,  102. 

Expenses,  working,  156;  decline  in  158, 
162  et  seq.^  165;  possibility  of  redu- 
cing expenses  166. 

Extensions,  467,  523,  565. 

Extension  bonds  146. 

Fast  trains  in  U.  S.  and  England, 
110,  111. 

Favours  bestowed  upon  railroads,  20, 
see  also  chapters  dealing  teiih  indtvidtuil 
companies, 

Fitchburg  RR.  (Map  2)  214,  364. 

Flint  and  Pere  Marquette  RR.  (Map  3) 
441. 

Florida  717. 

Florida  Central  and  Peninsula  RR. 
(Map  .5.)  792. 

Fluctuations  in  American  Trade  10, 11. 

Fort  Scott,  Kan.,  547. 

Fort  Smith,  Ark.,  548. 

Fort  Wayne,  Ind.,  376. 

Fort  Worth,  Tex.,  549. 

Fort  Worth  &  Rio  Grande  RR.,(  if «/>•/) 
555. 

Free  Passes,  30,  103. 

Freight,  low,  91;  volume  of  —  in  U.  S. 
9,  115;  relative  importance  of  — 
business  116;  growth  of  —  traffic 
117— 18;— earnings  116.  118;  Move- 
ment of  staples  117;  growth  of  — 
business  on  N.  Y.  C.  118. 

Fremont  Elkhorn  &  Missouri  Valley  RR. 
(Ch.  &  N.  W.)  481,  490. 

Fruit,  traffic  with  Southern  California, 
692;— farming  in  So.  Cala.,  695. 

Galveston,  Tex.,  549. 

Galveston,  Houston  and  Henderson 
RR.,  555. 

Garrett,  John  W.,  277 

General  Mortgage  bonds.  146. 
(Hap  5.)  792. 

George,  Henry,  quoted,  21. 

Georgia,  717. 

Georgia,  Carolina  and  Northern  KR., 
792. 

Georgia  Southern  and  Florida  RR..  792. 

Georgia  Pacific  RR.,   {Map  5.)  775,  7a). 

Georgia    Southern    and    Florida    RR. 

Gould,  Jason,  223,  503;  Gould  systems 
551—2.  594. 

Grain,  production  in  the  Northwest  446 ; 
apportionment  of  —  traffic,  461. 

Grand  Rapids,  Mich.,  377. 

Grand  Rapids  &  Indiana  RR.  (Penn- 
sylvania RR.)  266. 

Grangers,  opposition  of,  to  railroads,  39. 

Great  Northern  R.R.,  537;  (Map  4)  his- 
tory, 653—8,  660—61;  description, 
660;  component  parts,  660;  tables 
and  statistics,  658—663. 

Grievances  against  railroads,  38  et  seq 

Growth  of  American  KR.  system  21-22 

Gulf,  Colorado  and  Santa  Fe  RR.,  550 
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llarrinbarir,  Pa.,  2l\ 

IlcueU*  Annwil  qnoteii,  l)^ 

Helena,  Mont,.  616 

Hepburn  Committee,  43. 

Hifl,  James  J..  blS\  656,  et  scq. 

Hoosac  Tunnel.  364. 

Hostility   of  Americans  towards  Rll„ 

49.  5)7, 
Houston,  Tax.,  549. 
Houston  and  Texas  Central  RR..  554. 
Houston  East  and  West  RR.,  556. 
Hudson,  J.  F.,  quoted,  23,  26,  4J5. 
Hudson  River,  197. 
Huntingdon,  C.  P.,  551;  7U2; 

Idaho,  618 

Hlinois  Central  RR.  (Maps  4  and  5)  17; 
in  the  N.W.  537;  component  pails, 
7J2;  description,  ?24— 7;  liistoi-y- 
?27— 31;  tables  and  statistics  7132-5. 

Importance  of  railroads  iliUvStrated  6, 
7,  18.  19. 

Income  bonds,  148. 

Indian  Territory,  548. 

Indiana  376  , 

Indianapolis,  377, 

Inflation  of  Cajiital,  see  Water. 

influence  of  railroads,  41,  42 

Interest  on  RR.  shares,  149. 

International     and    Cireut     Northern. 

{Map.  4)  604-5. 

Interstate  Commerce  Act,  4;>-46 !  anti- 
cipated results,  47  actual  results, 
48,  49 ;  defects  of,  49,  50. 

Investment,  iu  U.S.  9 ;  essential  con- 
ditions of,  173. 

Inrtxtom  Hert'ew.  quoted,  178. 

Iowa,  445. 

Iowa  Central  RR..  .\39. 

Iron  in  U.S.,  245,  715,  718,  720. 

JaekHon,  Mi.ss .  718. 

Jackson,  Tenn.,  716. 

Jacksonville    Tampa   and   Key  West 

RR..  (  uoj*  5)  792. 
Jersey  City,  185. 
Johnstown,  Pa.,  245. 

Kanawha  and  Michigan  RR.,  440, 

Kansa.s.  .''47, 

Kansas  City,  451,  547. 

K.C,   Arkansas  and  New  Orleans  RR. 

5W. 
K.C.  Belt  RR,580. 
K.C,    Fort   Scott   and  Memphis    RR., 

:>53,  79:^ 
K.C.,   Memphis    and  Birmingham  RR,. 

553,  793. 
K.C,    St.  Josejih  and    Council  Bluffs 

RR.  5^12 
K.C,  Watkins  and  Gulf  RR.,  TvV). 
K.C,  Wyandotte  ami  Northern  RR.,  5H.). 
Kentucky,  715-16 
Kentucky  Central  RR.,  (L.  &  N.) 
Keokuk  and  Western  RR.  54'.). 
Kimball,  F.  J.  91. 
Knoxville,  Tenn.,  717. 


Lake  Erie  and  Western  RR..  437. 
Lake  Shore  and  Michigan  Southern  RR , 

(  Vap<    1   and  3)   component  parts. 

384 :  description.  38r>-7 :  statistics  and 

tables  ''^  394;  technical  perfection, 

508. 
Lake   Traffic;    of  BuflTalo,  198  of  Du- 

luth  4W  of  Chicago  562. 
Land  Grants.  17.  18  see  also  under  in- 

diridual  companion. 
Law,  the  RR.  and  the.  39. 
Leases.  70. 

Leavensworth,  Kan..  547. 
Legal  status  of  K^.,  43,  44. 
Legislation,    railroad  17,  39-41,  43,  51) 

52.  124,  557. 
Legislatures  influence  of  BR  upon,  42, 
Lehigh  district  190. 
Lehigh  Valley  Rft.  ( Vap.  2)  095. 
Little  Roclc.  Ark.,  581. 
Little  Rock  and  Memphis  RR„  (J/riyM, 

554. 
Los  Angeles,  Cal.,  693. 
Louisville,  Ky , 
Louisville  and  Nashville  RR.  {Map  .*>.) 


dition    and   prospects,  744,  746—7. 
Louisville.    New    Albany   &    Chicago 

RR,(il/«o.3.) 
Loop  near  (ieorgetown  on  U.  P.  Ry. 

Mackinnaw.  395. 

Macon,  Ga.,  7i7. 

McCalmont  Bros ,  314—16. 

McHenry,  James,  413 

McLeod.  A.  A..  339  et  seq. 

Mail  (Chicago)  quoted.  112. 

Maine  Central,  RR,  366. 

Management,  11,  13. 

Manvel,  Allen,  579. 

3faryland,  186. 

Massachusetts,  355. 

Maunch  Chunk,  Pa..  190. 

Memphis,  Tenn,.  611.  716,  726. 

Michigan,  ?Ti,  386,  im. 

Michigan  (.'entral  and  Canada  Sontliorn 

Ry.  {Mnp»  1  and '6)  i)estrripti«)n,  IK*. 

component  pai-ts,  ;J96,  statistics  and 

tables,  :J97-8 
Miller.  Hoswell,  477. 
Milwaukee  and  Northern,  476. 
Milwaukee,  Lake  Sliore  and  Western, 

492. 
Minneapolis  45*^. 
31inneap  ,  St.  Paul  and  Sault  Ste.  Marie 

RR.,  {Map  4)  525  tt  seq 
Minneapolis  and  St.  Louis  RR..  539. 
Mi.<>sisslppi,  719. 

Mississippi  River  {Set  Map  4 )  545. 
Missouri,  445,  (.sv«  Map  4.) 
Missouri  Riv<'r,  544. 
Missouri  Kansas  and  Texas  RR,  di.stri- 

buted  shares  gratis,  127,  advertise- 
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ment  of,  550,  in  S.  W.  business,  552, 
history,  606—9,  component  parts  609, 
description.  610—11,  tables,  etc , 
612-13. 

Missouri  Pacific  Ry.  'Map  4)  history, 
590,  summary,  592,  description  592-4 
tables  and  Statistics.  5'  5—7, 

Mobile  &  OhioRH.  (Mapb)  793-4. 

Monopoly  af  railroads,  19. 

Moseley,  Edward,  ix. 

Montana,  616. 

Movement  of  staples,  large,  9. 


Nashville,  Tenn.,  716. 

Nashville,  Chattanooga  and  St.  Louis 
RR.,  747. 

National  tendencies,  influence  of,  upon 
railroads  2,  ?,  123- 

Natural  Bridge,  Va.  753. 

Natural  Gas,  246. 

Nebraska,  446. 

Nevada,  618. 

New  Hampshire,  184. 

New  England  187,  New  England  rail- 
roads, 355  *t  seq. 

New  Jersey,  186. 

New  Orleans,  724—5. 

New  York  and  Harlem  RR.,  (N.  Y  C.)  127. 

New  Orleans  and  Northeastern  RW,  795. 

Newport  News  and  Mi.  Vail.  RR.  Co.  795. 

New  York  Central  and  Hudson  River 
RR.,  (Map  1),  Discriminations,  27, 
influence,  421,  fast  trains  on,  HI, 
freight  traffic,  118,  201,  stock  divi- 
dend 129,  history,  194 — 6,  component 
parts,  196,  description,  196—8,  tables 
and  statistics,  202—8,  803-4. 

New  York,  Chicago  and  St.  Louis  RR., 
400,  402  (Map  3.) 

New  York  City,  18.5 

New  York,  Lake  Erie  and  Western,  see 
Erie. 

New  York  and  New  England  RR.  (J/ap 
2)  367. 

New  York,  New  Haven  and  Hartford 
RR.,  370. 

New  York.  Ontario  and  Western  RR., 
(Map  2)  history,  345  et  seq.,  com- 
ponent parts  347 ,  description 
348-9,  finances  350,  tables  351—54, 
805—6. 

New  York,  Pennsylvania  and  Ohio  RR. 
Map  3),  Description,  411,  component 
parts,  411,  history,  412-14,  tables, 
418  -19,  relations  with  Erie,  420— 21. 

New  York  State,  185. 

New 'York,  Susquehanna  and  Western 
RR.  (Map  2)  394-5. 

Newark,  N.  J.,  V]6. 

Newark,  Somerset  and  Straitsville  RR, 
286. 

Newport  News,  Va.,  715. 

Nickel  Plate,  see  N.  Y.,  Chic.  &  St.L.  RR. 

Norfolk,  Va.  715 

Norfolk  and  Western  RR.  (Map  5)  in- 


augurates low  rate  poll cyf90;  history, 
749;  component  parts,  7o0  descrip- 
tion, 750—55;  coal  freights,  754—6; 
condition  and  recent  changes,  756 
—60;  tables  etc.,  758,  761—3. 

North  Carolina,  716, 

Northern  Central  RR..  259. 

Northern  Pacific;  land  grant,  17;  frauds, 
135,  infiuence  jin  N.  W.  business, 
535,  538,  history,  664— 5,  component 
parts,  665,  description  665-7,  recent 
changes.  670—72,  land  grant,  672. 
tables  and  statistics,  667  et  sea, 
807—8. 

Northwestern  States,  443  et  seq ;  rail- 
roads in  443  et  seq.;  diagram  showing 
RR.  competition  in  4Q0. 

Ohio,  376 

Ohio  River  29,  247,  768. 

Ohio  and  Mississippi  RR.  (Map  3)  com- 
ponent parts,  422;  history.  424—427 
tabular  statements  427—31 

Oklahoma,  458 

Old  Colony  RR ,  373 

Omaha  and  St  Louis  RR.,  540 

Opposition  to  RR.,  31,  39. 

Oregon.  618 

Ownership  of  RR.,  various  foims  of,  69. 

Pacific  States,  characteristics  of 
614  etc,  railways  in,  611,631,672. 

Parkersburg,  Branch,  286. 

Parliamentary  expenditure  in  Eng- 
land, 17. 

Passenger  travel  in  U.S.  8— 9;— cars 
107.— service,  108;  —  trafflc  and  ear- 
nings, 114,— rates  and  distances 
compared  with  England,  114,  115, 
116. 

Pennsylvania,  185. 

Pennsylvania  Company,  262  et  ceq. 

Pennsylvania  RR.  system  ( *taps  1  afidS) 
controls  State  Legislature,  42;  fine 
trains,  108;  description,  236—248 
component  parts,  249.  253-4;  sta- 
tistics and  tables,  249—257;  posi- 
sition  in  Central  States,  379. 

Peoria,  111 ,  451. 

Peoria  and  Eastern  RR.,  442. 

Petroleum,  247,  376 

Philadelphia,  185,  241. 

Philadelphia  and  Erie  RR.  (Penna  RR ) 
260. 

Philadelphia  and  Reading  RR.  ( ^fap  2) 
fast  trains  on,  112:  scrip  dividend, 
129,  component  parts,  307:  descrip- 
tion, 310-12;  history  313-22;  tabular 
statements  322-29  recent  changes, 
339  et  seq.  809. 

Phila.  and  Read.  Coal  and  Iron  Co., 
331  et  seq. 

Philadelphia,  Wilmington  and  Balti- 
more RR.,  260. 

Pine  Blufl'.  Ark.,  548 

Pittsburgh,  28,  185,  245-7. 
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Pittsburgh,  Cincin.,  Chic,  and  St.  Louis 

RR,  (Maps  1  atuiS)  256. 
Pittsburgh  and  rornellsviile  RR.,  286. 
Pittsburgh,  Fort  Wayne  and  Chic.  RK. 

(Maps  1  and  3)  264. 
Pittsburgh  and  Lake  Erie  RR.,  439. 
Pittsburgh,  Shenango  and  Lake  Erie 

RR.  (Map  3). 
Pittsburg  and  Western  RR.,  (B.  *  0.)  285. 
Plant  System,  795. 
Pools,    35;    objections    against    35-37 

59;    causes    of— 58,    54*:— and   rate 

wars,  59;— and  stocks  59;— unlawful 

46.  60. 
Poor,  Mr.  H.  V.,  on  water,  132,  133. 
Poor^s  Mamuil,  135. 
Porter,  Mr.  Robert  P. 
Portland,  Oregon,  619,  ix. 
Portsmouth.  Va,  715. 
Pottsville,  Pa.,  190. 
Poughkeepsie  Bridge,  190,  196,  344. 
Presidents,  railroad,  13,  14,  57. 
Prior  Lien  Bonds,  149. 
Privileges  granted  to  railroad**,  18. 
Prominence,     of    American    railroads, 

social,  8. 
Publicity  of  railroad  matters,  10. 
Pullman  Palace  Car  Co.  HI9. 
Purchase  of  RR.  at  excessive  prices,  127. 

^ueen  and  Crescent  route  =  Cincin. 
N.  0.  &  Tex.  Pac.  RR. 

RallH,  119 

Raleigh,  N.  C,  717 

Raleigh  and  Gaston  RR.,  7^5. 

Range  of  prices  of  shares,  175,  Ap- 
I>endix  A;  of  bonds,  176. 

Bailway  !'reg»  (London)  quoted,  112. 

Rapid  construction.  55,  559. 

Rate  wars,  59,  80. 

Rates;  importance  of,  82;  benefits 
resulting  from  low  rates.  83,  93;  in 
different  countries.  83 ;  as  the  public 
desires  them,  84;  as  railroads  require 
them,  85;  adjustment  of  rates, 
86-88;  fixed  arbitrarily,  88;  prin- 
ciples determining  rates,  90;  low 
v.  high  rates,  91 ;  decline  of  rates 
on  St.  Paul  RR..  92;  results  of  low 
rates,  93,  755;  decline  in  rates  not 
likely  to  continue  94— 95;  passenger 
rates  in  U.S.  and  England,  114; 
freight  rates  in  U.S.  and  England 
119,  note;  low  rates  on  Kori.  and 
West.  755. 

Reading,  Pa.,  190,  311. 

fieeord  (Philadelphia)  quoted,  112. 

Records  of  speed  112,  13. 

Returns  upon  capital  invested  in  U.S. 
RR.,  137—9;  future  returns  depend 
upon  future  iconstruction,  160; 
returns  upon  various  RR.  invest- 
ments, 178. 

Richmond,  Va.,  768. 

Rklimoiid,  Fredoriksburgh  and  Poto- 
mac RR.,  795. 


Richmond  and  Danville  Railroad;  des- 
cription and  tables.  780— KJ. 

Richmond  Terminal  System:  historj\ 
774—5;  component  parts,  776;  table.s, 
776;  embarrassments,  778— «0. 

Rio  Grande  del  Norte  674. 

Rio  Grande  Western,  687. 

Rio  Grande  Southern,  68a 

Rochester,  N.Y.,  186. 

Rockefeller,  John  D.,  26. 

Rome.  Watertown  and  Ogdensburg  RR. 
(N.Y.C.)  199-201 

Royal  Blue  Liue,  268,  272. 

SallronilN  in  U.S.,  270 

St.  Louis,  Mo.,  424,  545 

St.  Louis,    Alton,     and    Ten-o    Haute 

KR.,  442. 
St.  Louis   Colorado   and    Kansas  City 

RR.,  580. 
St.  Louis     and    San    Francisco     RR. 

(Aichison)  (Map  4.)  582  7 
St.  Louis  Southwestern  RR.  ( Map  4  )  60fM 
St.  Paul,  Minn.,  449. 
St.  Paul  &  Duluth  RR.,  (Vap  4).  'A\. 
St.  Paul,   Minneap.,  and  Man.  (Map  4) 

see  under  Ureal  Northern, 
Salamanca,  N.  Y.,  216. 
Salt  Lake  City,  619. 
San  Antonio,  Tex.,  549. 
San  Antonio  and  Aransas  Pa.<9s,  RR. 

(M»p  4.)  559. 
San  Francisco.  Cal.,  620,  6ft3. 
Santa  F6,  N.  M.,  558,  618. 
Sandusky,  0.,  386 

Sandusky,  Mansf.,  and  New.  RR.,  287. 
Santllhano,  J.  D-,  quoted,  143. 
Savannah,  Ga.,  717. 
Savannah,  Americus  and  Montgomery 

RR.  (Afap  .5)  795. 
Savannah,  Florida  and  Western  RR.,  796. 
Scalpers,  see  Ticket  Brokers. 
Schuylkill  Coal  District,  190 
Scranton,  Pa.,  190. 

Scrip    dividends,  see  Stock  dividends 
Seaboard  and  Roanoke  RR.,  796. 
Shares,   12;  sold  at  discount,  127.  see 

also  Chap.  XIII. 
Sioux  City  and  Pacific  RR.  (Ch.  &  N.W) 

451,  ^1. 
Sonora  Railway,  580. 
Soo  Lines,  (Map  4.)  458  d  aeq. 
South  Carolina,  717. 
South  Carolina  RR.,  796. 
South  Pennsylvania  RR.,  126. 
Southern  California  695. 
Southern  California  RR ,  580. 
Southern  Pacific   System ;  component 

parts,  689,  697;  description,  690-96; 

tables  and  statistics,  696. 
Southern  States  714  et  seq.;  railways 

in  714.  et  sea. 
Southwestern   States  542;  railways  in, 

549  etc. 
Speculation,  in  U.S.,  9,  10;  in  American 

RR.  securities  173. 
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Speculative  investment,  173. 

Speed  of  trains,  in  IT.  S.  and  England, 

110-113. 
Standard  Oil  Company,  discrimination 

in  favour  of,  iSJ. 
Stanford.  Senator  L..  691,  702,  704. 
State  ownership  of  railroads  12.3. 
Steel  rails,  substitution  of.  for  iron,  119. 
Stickney,  A.  B..  quoted,  '£). 
Stock,  see  Shares. 
Stock  dividends  129-32. 
Strassburg  and  Harrisburg  RR ,  287. 
Subsidies  to  Railroads,  20. 
Syracuse,  N.  Y.,  186. 

Traffic  agreements,  72;  associations, 

75-93;  returns  151,  164. 
Travel  in  U.  S.  extent  of  9,  108. 
Technical  improvements,  119. 
Telescoping,  108. 
Tennessse,  716. 
Terre  Haute,  Ind.,  .377- 
Terre  Haute  and  Peoria  R  R ,  442. 
Terre  Haute  and  Indianapolis  R.B.,  442 
Texas  549— .50. 

Texas'  and  Pacific  R.R.,  (  Vap  4)  599—602. 
Thurman  Act,  630. 
Tickets,  railroad,  in  U.  S.  107. 
Tic-ket  brokerage,  abuses  of,  96—103. 
Tunes,  The,  London,  quoted,  112,  570, 
Toledo,  0.,  376,  :J86. 
Toledo,  Ann  Arbor,  and  North  Mich. 

RR.,  441. 
Toledo,  Columbus  and  Cincinnati  RR., 

440. 
Toledo  and  Ohio  Central  RR.,  440. 
Toledo,  Peoria  and  Western  R.R.,  4.37. 
Toledo,  St.   Louis  and  Kansas  City  R.R. 

{Map  :t)  437.  809    10. 
Topeksi,  Kan.,  547. 
Trenton,  N.  J.,  1»>. 
Trunk  Lines  {^^ao  1)  187  et  scq. 
Tunnels,  121,  3«>4." 

Fiiion  Pacific  R.R.,  (Map  4)  Land 
(J rant,  17;  compact  v/ith  Ch.  &N.\V., 
538:  historv,  625—28;  component 
parts,  629:  debt  to  Government, 
r)29-:«);  tables  and  statistics, 6:17— 
652* 

Union  Pacific.  Denver  and  Gulf  R.R.,  5.)4, 

United  RR.  of  New.Ier.^ey  (Pa.R.R.)261. 

rtah.  filS  -19. 


Vniidorbilt  •  Cornelius  222—3;  system 

{Map  1)  192,  379. 
Vestibuled  Trains,  108. 
Viaducts  122,  215,  216. 
Vicksburgh,  Mi.,  718. 
Vicksburgh,  Shreveport  and  Pacific  R.R 

{Maps  4  and  o)  556,  796. 
Virginia,  715. 

Wabanh  RR.  {Uaps^mulA)^  „Wabash 
case"  43,  435:  hi.stoiy.  502-6;  com- 
ponent parts,  506 :  description,  .V)7 : 
statistics  and  tables,  509-14. 

Walker,  Aldace  F..  quoted,  48,  623. 

Wall  Street,  changes  in,  171. 

Wars,  rate,  112. 

Washington,  D.C.  237. 

Washington  (State)  618,  19. 

Washington  Branch  RR,  285. 

Washington  City  and  Point  Lookout 
RR.,  287. 

Washington  County  RR..  287. 

Water:  :W:  125:  Mr.  Poor  on,  1.32-.3.3: 
consequences  of,  1.33-35  water  and 
investors,  135  //  »eq.:  528 

Water  routes,  competition  of:  29-.30 
384-85'  546. 

Wells  Fargo  and  Co,,  694, 

West  Jersey  RR..  2<n, 

West  Virginia,  715. 

Western  New  York  and  Pa.  RR..  438. 

West  Shore  RR,  {Mat).  1)  198-9;  .346-7. 

West  Virginia  and  Pittsburgh  RR.  287. 

Wheeling  and  Lake  Erie.  lilV,  440. 

Wheeling,  Pittsburgh  and  Baltimore 
RR..  286. 

Wichita,  Kan.,  547-8. 

Wilkesbarre,  Pa ,  190. 

Wilmington.  N.  Q.,  717. 

Wilmington  and  W^'ldon  RR.   797. 

Winchester  and  Potomac  RR.  (B.XO.) 
288. 

Winona  discrimination.  22.  23.' 

Wisconsin  Central  RR.  {Map.  4)  534-5. 
810—12. 

Wyoming,  617. 

Wyoming  Coal  district,  190. 

YellowHtone  National  Park,  017. 
Yield  table  for  investors,  Appendix  B. 
Yosemite  Valley.  694. 
Yuma  desert.  m\. 
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Brown  Shipley  &  Co.,  and  connections.   .    .    ,  \.    .    .    .  xiii 

A.  M.  Kidder  &  Co v 

London    and  San  Francisco  Bank vi 

National  Bank  of  Scotland xv 

A.  J.  Weil  &  Co.,  New  York vi 

BROKERS  AND  AGENTS 

George  Gregory  &  Co vii 

John  Shaw iii 

English  Association  of  American  Bondholders viii 

INSURANCE  COMPANIES 

Equitable  Life xii 

New  York  Life ix 

Provident  Life  . x 

Sun  Life xi 

PUBLICATIONS 

The  Commercial  and  Financial  Chronicle iv 

The  Investor's  Review xvi 

The  Statist xv 

STEAMSHIP  COMPANIES 

North  German  Lloyd xiv 

TYPEWRITING  MACHINES 

Yost  Typewriter ii 


ADVGRTISEMENTS. 


EVERY   BUSINESS   MAN. 

wbether  acting  for  blmaelf  or  as  Chief  of  a  Department  in  a  large  coi 

WANTS   TO  SiVS  lABOJJ  anl  711  IBCEASE 

Businegg  Correspondence  haa  of  lale  increased  to  such  dlmeoslons  thut  it 
cannot  bB  disposed  of  e:tpedltioa9ly  enongh  bv  tbe  pen.  The  Typewriter  is  a 
necessity  of  tbe  times.    It  more  than  doubles  toe  capacltr  for  worh. 

A  good  estimate  or  tbe  value  of  a  Typewriter  may  be  obtained  bynotlcing 
the  names  of  tbe  principal  users,  because  Ooyemment  Departments.  Railway 
Companies  and  other  large  and  important  concerns  haye  sncli  Inatniment» 
carcfuil;  examined  before  adopting  tbem.    After  a  single  year's  buslnesi 

THE    TOST    TYPEWRITEB 

has  been  adopted  by 
Her  HajASty's  OoTBrnment,  I   The  Midland  Ballvoy  Co. 

Tbe  General  Post  Oltlce.  The  Horth  Eastern  By.  go. 

Tbe  Boyal  Hint,  The  Lancaiblre  &  Torkiblre  Ry.  Od. 

TbB  Patent  Ofllce,  I   The  London  ASontliWesteniBr  Co. 

The  Mamiou  House,  '   The   Manaheater.    ahsfSeld  A  lin- 

The  Imverlal  Institute,  I         colnablre  By.  Co. 

The  London  A  N.  W.  Ry.  Co-  I 

and  by 
other  Public  Offices  sod  Companies,  Banks,  Schools  and  a  boat  of  Commercial 
Houses  and  Eminent  people  In  every  profession  and  sphere  of  activity, 

THE    YOST    HAS    NO    RIBBON, 
no   Shift  Eey,   is  built  entirely  of  steel  and  nickel,  and  is  tbe  itrongisl,  matt 
cnmpact  nt  portable,  and,  altogether,  indnitely 

yet  produced.  Innumerable  tmsollcited  Testimonials  conflrm  tbis. 

Send  for  Catalofnie.  containing  full  particulars  of  tba  advantages  of  the 
YOST  Typewriter  over  every  olher  Machine,  to 

THE  YOST  TYPEWRITER  COMPANY.  Ltd., 
40,  Holbom  Viaduct,  London,  E.G. 

BRASCHES  :—  Wancbester,  .1.  Deansgate;  Liverpool. a7a,  Lord  Street;  Birm- 
ingham. 73.  Temple  Row:  Leeds,  'a.  New  station  Street.- 
(ilasgow,  112,  St.  Vincent  Street  ;Paris, 36,  BonlBvarddesIlaliens 
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JOHN    SHAW, 

tools.    cA3    SlxciX^o    DDoctlox*, 

HEAD   OFFICE: 

WARDROBE  CHAMBERS,  DOCTORS^  COMMONS,  LO.^DON,  E.C. 

BRANCHES     AT 


166,  Queen  Victoria  Streeti  EC. 
19  and  20,  Railway  Approach, 

London  Bridge.  S.E. 
1,  The  Facade,  Northnmherland 

Avenue,  S.W. 
8,  Hasonarket,  S.W. 
174,  Victoria  Street,  S.W. 
62  and   63,  New  Bond  Street,  W. 


18,  Westhoume  Grove.  W. 

66,  Fenchurch  Street,  E.C. 

46,  New  Oxford  Street,  W. 

18la.  Sloane  Street,  S.W. 

69,  Ship  Street  BRIGHTON- 

24  and  26.  North  Street.  BRIGHTON. 

6.  Brown  Street,  MANCHESTER. 

22,  Westmoreland  Street,  DUBLIN. 


JOHN  SHAW'S  WEEKLY  TRAFFIC  BOOK 

FOR  THE  CURRENT  HALF-YEAR, 

FR^EE     ON     AI^PLIOATIOIV. 

Investors  or  speculators  interested  in  railway  stocks  should  send 
for  a  copy,  as  it  contains  most  valuable  information,  giving  the  traffics  for 
each  week  corresponding  in  1890  and  1891,  both  passengers  and  goods,  full 
details  of  the  last  report,  amount  of  capital,  and  how  divided,  mileage,  working 
expenses,  etc.,  and  prices  of  the  Stocks  during  the  same  periods  of  1891. 

John  Shaw's  Weekly  Railway  Traffic  Book  also  contains  the  amounts  of 
dividends  paid  for  the  last  six  years,  probable  date  of  announcement  of  dividend, 
amount  required  to  pay  dividends  on  Ordinary  Stock,  interest  tables  showing 
rate  yielded  on  Stocks  at  different  prices.  In  addition  to  the  details  of  English 
Railway  Traffics,  full  particulars  are  given  of  Mexican  Railways  and  the 
leading  Canadian  and  American  Railways. 


SPECIAL  DIRECT  TELEGRAPHIC  COMMUNI- 
CATION.—I  wish    to  draw  attention   to  the 
facilities  offered  to 

CUSTOMERS  IN  THE  COUNTRT  deaUng  witb  me 
^  by  letter  or  telegram.  I  hare  rented  from  the 
Post  I  ffice  a  direct  private  telegraphic  wire  from 
my  offices.  Wardrobe  Chamber8,Doetor3'Common8, 
to  my  offices,  24  and  25,  North  Street.  Brighton. 
The  offices  at  London  and  Brighton  are  therefore 
in  instantaneous  communication,  and  business 
can  be  done  at  Brighton  with  the  same  prompt- 
ness as  at  my  offices  in  London.  And,  further, 
I  am  also  in  direct  telegraphic  communication 
by  priTate  wire  with  the  Central  Telegraphic 
Office  both  at  London  and  I>ablin. 
rpELEGRAMS  ARE  SENT  direct  from  my  dealing 
-*-  rooms  to  all  parts  of  the  United  Kingdom  or 
abroad.  Replies  are  also  received  direct  into  my 
offices.  No  other  dealer  in  the  world  can  offer  the 
same  adTantages.  Hy  London  offices  are  all  in 
direct  telephonic  communication  with  my 
TTEAD  OFFICE,  Wardrobe  Chambers,  Doctors* 
-^-'-  Commons,  London,  EC, 

And    Stock  opened  at  any  of   my  offices  can 
le  closed  at  any  of  the  other  offices.  Thus  sup- 


posing stock  was  opened  at  my  Brighton  office 
it  could  be  closed  at  my  he>d  offices,  or  at  any 
of  my  London  branch,  or  Manchester,  or  Dublin 
offices,  and  reported  to  Brighton  immediately, 

LIABILITY  STRICTLY  LIMITED.-Liability  is 
Limited  to  the  Cover  placed  on  Stocks  or  Shares, 
but  I  am  open  to  make  arrangements  with  cus- 
tomers so  that  they  can  at  any  time  leave  in- 
structions for  Gover  to  be  increased  should  the 
original  cover  be  exhausted. 
TMMEDIATE  SETTLEMENTS.— I  Settle  Ac- 
■*•  counts  on  Demand  immediately  Stocks  are 
Closed,  without  waiting  for  the  account  day  to 
return  coTcr  or  pay  profits  that  have  been  made. 

£5  Commands  £500  Stock. 
£50  Commands    £5,000  Stock. 

£500  Commands  £50,000  Stock. 

JOHN  SH4W  deals  freely  from  the  Opening  to 
the  Closing  Prices  of  the  day  at 
CLOSE  MARKET  PRICES. in aU  Stocks.  EngUsh 
Rails,  Foreigners,  American  Rails,  &o.  Cover 
is  not  Exhausted  until  Margin  is  Reached  at 
Middle  Price. 


Fall  Particulars  on  Application. 

"DANKERS— Capital  and    Counties,  Ludgate  Hill,   Long-acre,  Piccadilly,    and 
Branches.  London  and  Midland,  Newgate-street,  and  Tooley-street  Branches. 


JO— .*^  «P— .-.^      WW      , 

STOCK     AND     SHARE     DEALER, 
LONDON,  DUBLIN,  BRIGHTON,  MANCHESTER. 
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ADVERTISEMENTS. 


The  best  information  in  regard  to 
Railroads  in  the  United  States  is  con- 
tained in  the 

Commercial  &  Financial  Chronicle 

of  48  pages,  issued  weekly,  and  its  In- 
vestors' Supplement  of  160  pages,  issued 
every  other  month.  The  Chronicle  also 
has  a  very  elaborate  Supplement  on  the 
finances  of  States  and  Cities. 

The  Chronicle  is  now  in  its  55th  vo- 
lume The  subscription  price  in  London 
to  the  Chronicle  and  both  Supplements  is 
£2120  per  year,  including  postage. 

WILLIAM  B.  DMA  &  CO. 

[Publisliers, 

102  William  Street,  New  York. 

Agents  in  London: — 

EDWARDS  &  SMITH, 

1,  Drapers'  Gardens,  £.C. 


J 
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A.  M.  KIDDER  &  CO. 

BANKERS, 

18  WALL  STREET, 
NEW    YORK. 


Established  1865. 


Members  of  ITew  7ork  Stock  Ezchange. 


Allow  Merest  on  leposits  Mject  to  Siglit  Ctieck. 

BUY  AND  SELL  ON  COMMISSION 
STOCKS  AND  BONDS 

Either  for  Cash  or  on  Margin,  and  deal  in 

INVESTMENT  SECURITIES. 

A.  M.  KTDDER,  CHAS.  D.  MARVIN, 

H.  J.  MORSE,  W.  M.  KIDDER. 
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London  &  San  Francisco  Bank 

(LIMITED) 

Authorised  Capital,  100,000  Shares  of  £  7  each.  .  .  .  ,  £700^000 
Subscribed  and  Fully  Paid-Up,  70,000  Shares  of  £7  each  .  £490,000 
Reserve  Fund £9  7,000 

HEAD  OFFICE :  73,  LOMBARD  STREET,  LONDON,  E.G. 


George  Wilueam  Campbell,  Esq. 
Henby  Goschen,  Esq. 
Charles  Hehery,  Esq. 


Directors. 


William  Newbold,  Esq. 
Robert  Davie  Peebles,  Esq. 
Robert  Ryrie,  Esq. 

Norman  Dunning  Rideout,  Esq.  (California). 
Ma%\aging  Director—^.  D.  Peebles,  Esq.       Secr»tary—D.  Hatcher,  Esq. 

Bankers. 
The  Bank  of  England.  |   TheLondon  Joint  Stock  Bank,  Ltd. 

Aurfiortf—TURQUAND,  YoUNGS  &  Co. 

BRANCHES: 

SAN  FBANOISCO,  GAIiIFOBNIA,  Manager— k.  Scrr-ener,  Esq. 
POBTI1A.ND.   OREGON.  Managir—W.  MACKINTOSH,  Esq. 
TACOMA,   WASHINGTON,  Manager— T.  V.  Walter,  Esq. 
Agents  at  New  JorA:— Messrs.  Drexel,  MORGAN  &  Co. 


t 

1 


Letters  of  Credit  and  Drafts  granted,  and  Telegraphic  Remittances  made.  Ap- 
proved Bills  negotiated  or  sent  for  collection,  and,  generally,  Banking  business 
of  every  description  undertaken  throughout  the  Pacific  States. 

Deposits  received  for  fixed  periods  on  terms  which  may  be  ascertained  on  ap- 
plication. 
75,  Lombard  Street,  London,  E  C,   1891. 

A.  J.  WEIL  &  C° 

Investment  Securities 

96,  Broadway 

New  York  and  St.  Louis. 
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GEORGE  GREGORY  AND  COMPANY, 

STOCK  AND  SHARE  DEALERS, 
LONDON,  BBIGHTON,  HASTINGS. 

HEAD  OFFICE,  No.  4,  Tokeohouse  Buildings,  Lothbury,  Bank  of  England, 
London.  E.C.  Telegrams,  " Orammarian,  London"*  National  Telephone, 
No.  464.  Branch  Offices :— No.  226.  Fiocadilly.  Piccadilly  Circus.  London, W.. 
(immediately  opposite  the  London  Pavilion),  Telegrams,  "Gregarious.  Ijondon;^* 
National  Telephone,  No.  97.  No.  263,  Begent  Street.  Oxford  Circus,  London, 
W.  (facing  Peter  RobinsonV),  Telegrams. '' Qreggoe.  London; ''  National  Telephone 
No.  87.  Central  Chambers,  the  Quadrant,  Brighton  (racing  Willing's  Jabilee  Clock 
Tower),  Telegrams,  ** Gregorian,  Brighton;"  National  Telephone,  No.  346.  Queen's 
Chambers.  Hastings  (adjoining  the  Queen's  Hotel),  and  facing  the  Albert  Memorial). 
Telegrams,  "Gregory,  Hastings:**  National  Telephone,  No.  31. 

OPEN  SFECUL  A.TIVE  ACCOIJNTS  with  one  per  cent,  cover.  Deal  at  close  prices. 
Settle  on  demand.  Charge  no  brokerage  unless  stock  is  taken  up  or  delirered.  Charge  no 
brokerage  for  carrying  over  or  closing.  Grant  Options  at  clo^e  market  prices.  Lend 
money  to  any  amount  on  approved  Stocks  and  Shares.  (Hve  every  attention  to  personal 
applications,  letters,  or  telegrams.  Send  telegrams  tree  on  opening  or  closing  Stock  or  on 
any  necessary  inquiry.  Guarantee  close  market  prices  on  receipt  of  instructions.  Draw 
particular  attention  to  Speculative  Invettments. 

^EN  SPECULATIVE  ACCOUNTS  in  Mining  and  Miscellaneous  Shares 
on  the  cover  system.   Cover  required: — 

Shares  quoted  under      I'ls each ...  2s.  per  share. 

«  »       between  10s  and  jBI •     ...  4s.     •        • 

»  •  •         £1  and  £1  10s »     ...  6s.     »        « 

»  «  •         £1  lOs.  and  £i a     ...  Ss.     •        » 

«  •  >         £i  and  £2  IDs »     ...  lOs.     »        » 

»  »  •         £i  lOs.  and  £3  ISs....      •     ...16s.      •        • 

»  »  •         £J  16s »     ...20s.      •        » 

There  is  no  further  charge  or  liability  whatever. 
/^QVEB.— Cover  is  the  sum  deposited  by  the  operator  to  limit  his  liability :  for  ia- 
^  stance,  having  reason  to  expect  a  certain  stock  (say,  Brighton  "A")  is  likely  to  go 
up — the  present  price  of  which  we  will  suppose  is  160^ — the  operator  sends  jglO  as  1 
per  cent  cover,  with  instructions  to  the  effect  that  he  wishes  to  buy  £1,000  Brighton  "A." 
Paying  attention  to  the  daily  quotations,  the  operator  notices  that  this  stock  rises,  say, 
to  loU  i«  ^^^  £10,  or  1  per  cent.,  is  realised.  If  the  stock  rises  to  162^  i,  jg20,  or  2  per 
cent.,  i9  realised,  and  so  on  in  proportion.  If,  howerer,  contrary  to  expectation,  the  stock 
goes  down  from  150^  to  149|  f— ^^^  ^  ^^H  middle — or  lower,  the  cover  has  ran  off, 
and  the  transaction  has  closed  with  the  loss  of  the  £10  cover  oiiJy.  Beyond  this  there  is 
n  o  farther  liability.  The  last  transaction  might,  however,  have  been  kept  open  by  the 
operator  electing  at  the  last  moment  to  increase  the  cover.  The  advantages  of  this  system 
ara  many.  It  limits  the  liability  of  the  operator.  He  can  choose  any  stock  he  pleases  to 
operate  in,  and  if  his  judgment  is  sound,  or  his  information  good,  the  profit  is  certain. 
The  profit  may  be  very  large,  while  the  loss  is  always  smaU.  He  can  avail  himself  of 
the  slightest  variation  in  the  market  in  his  favour,  if  only  one-eighth,  whereas  the  market 
must  go  against  him  at  least  to  the  extent  of  the  cover  deposited  before  a  loss  is  incurred. 

American  Bails. 
£5  COMMANDS    £500  STOCK  or      25  SHARES 


16 

20 

40 

100 

1,000 


1,000  •  »  60 

2.000  •  >  100 

4,000  »  »  200 

10,000  »  »  600 

100,000  »  »  6,000 


And  so  on  In  proportion.  There  is  no  further  charge  or  liability  whatever. 
t^TTlNTB  TO  8PECULATOBB"  (260  pages).  Sixth  Edition.  Dlustrated.  Write  for  our 
•D*  work  entitled  "  Hints  to  Speculators, "  covering  250  pages  of  closely  written  matter,  all  of 
vital  interest  to  those  engaged  in  Stock  Exchange  transactions.  It  contains  a  mass  of 
valuable  information,  and  teems  with  reliable,  honest,  and  straightforward  advice.  It  also 
includes  the  highest  and  lowest  price  of  all  stacks,  together  with  dividends  thereon  paid 
during  the  last  twelve  years.    Issued  gratis  and  post  free. 

^BESBNT  ADVICES  for  Investment  or  Speculation  sent  free  by  post;  also  Railway 
Traffic  Book  and  Stock  Exchange  Dealing  Book  wiU  be  forwarded  free  on  application, 
together  with  pamphlets  on  the  Mexican  Railway  Company,  London,  Brighton,  and  South 
Coast  Railway  Company,  and  American  RailroadB. 

NoTX. — That  all  our  offices  are  in  direct  telephonic  communication  with  each  other. 
All  deals  done  at  current  prices  net.  No  commission  or  brokerage  unless  stock  is  taken 
up  or  delivered. 

GEORGE  GREGORY  AND  COMPANY, 

STOCK  AND  SHARE  DEALERS, 

LONDON,  BRIGHTON,  HASTINGS. 
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THE  ENGLISH  ASSOCIATION  of  AMERICIJAN  BOND  and 
SHARE  HOLDERS  (Limited)  obtains  Registration  of 
American  Railway  Shares  in  the  name  of  the  Association,  com- 
bining the  voting  power  of  English  holders  and  securing  the 
prompt  payment  of  Dividends  by  cheque  in  London.  Holders  have 
the  option  of  holding  the  original  Shares  with  transfers  signed, 
or  the  certificates  of  the  Association,  countersigned  by  the  London 
and  Westminster  Bank,  with  Dividend  Coupons  attached.  In 
case  of  death  executors  can  distribute  these  Certificates  without 
the  expense  of  sending  the  original  Shares  and  probate  of  will 
to  New  York  for  fresh  registration. 

The  Association  also  procures  registration  in  owner's  names 
and  collects  dividends  on  powers  of  attorney,  on  forms  supplied 
at  this  Office.  Full  particulars  may  be  obtained  on  application 
at  the  Office,  5,  Great  Winchester-street,  London,  E.C. 

SAMUEL  POPE,  Q.C.,  Chairman, 
JOSEPH  PRICE,  Managing  Director. 
T.  LINDLEY,  Secretary. 

THE  RAILWAY  MISSION. 


The  Object  of  this  Mission  is  to  promote  the  Spiritual,  Moral, 
and  Social  Welfare  of  the  367,793  Railway  employes  in  the 
United  Kingdom,  besides  the  thousands  employed  in  the  Colonies 
and  our  Indian  Empire.  This  is  done  by  means  of  (1)  Evan- 
gelistic and  Temperance  effort,  through  the  employment  of  Evan- 
gelists, Missionaries,  and  Coalporters;  (2)  the  circulation  of  pure 
Literature;  establishment  of  Libraries  and  Cofree-Rooms;  (3)  the 
care  of  the  Injured  by  Accident.  It  is  to  the  Direct  Interest  of 
all  who  travel,  and  those  financially  connected  with  railways,  to 
help  us  in  this  work.  There  are  over  300  Mission  Stations 
in  the  United  Kingdom  alone. 

RICHARD  NIXON,  Secretary. 

Central  Office— 18,  NEW  BRIDGE  STREET,  E.C. 
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New  Yorl[  Life  Insurance  Coiaiiy. 

346  and  848  Broadway,  New  York. 

January   1,  189  2. 

ASSETS $125,947,290.81 

Liabilities 110,806,267.5Q 

SURPLUS      $15,141^23.31 

INCOME $31,854494:0(> 

New  Business  written  in  1891    .    .  152,664,982.00 

Insurance  in  Force     ......  614,824,713.00 

THE  COMPANY  BEGS  LEAVE  TO  ANNOUNCE  THAT 
ITS  TWENTY-YEAR  TONTINE  POLICIES,  ISSUED  IN 
1872,  ARE  NOW  MATURING,  WITH  THE  FOLLOWINa 
RESULTS : 

I. 

1.  Ordinary  Life  Policies  are  returning  from  20  to  52  per  cent  in  excess  or 
their  cost. 

2.  Twenty-Year  Endowment  Policies  are  returning  from  58  to  71  per  cent,  in 
excess  of  their  cost. 

3     Limited-Payment  Life  Policies  are  returning  from  43  to  141  per  cent,  ic 
excess  of  their  cost. 
These  Returns  are  made  after  Twenty  Years'  Insurance. 

II. 

1.  Persons  insured  under  Ordinary  Life  Policies  may,  in  lieu  of  the  above  cash 
values,  continue  their  insurance,  at  original  rates,  and  receive  CASH 
DIVIDENDS  of  from  71  to  115  per  cent,  oi  all  premiums  paid,  and  annual 
dividends  hereafter  as  they  accrue. 

2.  Persons  insured  under  Limited-Payment  Life  Policies  may,  in  lieu  of  the  above 
cash  values,  continue  their  insurance,  without  further  payments,  and  receive 
CASH  DIVIDENDS  of  from  67  to  163  per  cent,  of  ail  preutiums  paid,  and 
annual  dividends  hereafter  as  they  accrue. 

III. 

Persons  desiring  to  see  results  on  Policies  issued  at  their  present  age,  and 
further  particulars  as  to  options  in  settlement,  will  please  address  the  Com- 
pany, giving  date  of  birth. 

JOHN  A.  McCALL,  President 

HENRY  TUCK,  Vice-President. 
ARCH.  H.  WELCH,  2d  Vice  President. 
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FOUNDED 
1806. 


FroTlilent  Life  Office. 


FOUNDED 
1806. 


50,  Regent  Street,  W.,  and  14,  Cornhill,  EC, 

LONDON. 


BRANCH    OFFICES. 

Birmingham— 59  akd  61,  COLMORE  ROW. 

Bristol— PROVIDENT  BUILDINGS,  CLARE  STREET. 

Canterbmy— St.  GEORGE'S  street. 

Dublin— 113,  GRAFTON  STREET. 

Edinburgh— 123,  GEORGE  STREET. 

Exeter— QUEEN  STREET. 

Glasgow— 32,  RENFIELD  STREET 

Leeds— 9,  EAST  PARADE. 

Liverpool— BANK    chambers,    3,    COOK    STREET. 

Manchester— 68,  FOUNTAIN  STREET. 

Nottingham— EXCHANGE  walk 
Shrewsbury -12,  HIGH  STREET. 


This  office  confers,  in  an  exceptional  degree,  all  the  legiti- 
mate advantages  the  system  of  life  assurance  can  with  safety 
command,    and   which   must  [commend  themselves  to  persons  who 

|.  are  ahout  to  effect  assurances. 

5  Endowment  Polices,  assuring  an  amount  payable  at  a  certain 

age,  or  earlier  in  the  event  of  death,  are  granted  with  Par- 
ticipation in  Profits. 

The  next  diyision  of  Profits  will  take  place  in 
May,  1893.  All  Policies  effected  in  the  year  1892 
will  participate. 

Prospectuses  may  he  obtained  on  application  to  the  Head 
Office,  Branch  Offices,  or  any  of  the  Agents, 

S.  A.  BEAUMONT,  CHARLES  STEVENS, 

Managing  Director.  Actuary  and  Secretary. 
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BROWN,  SHIPLEY  &  CO., 

Founder's  Court,  Lothbury,  LONDON; 

BROWR  BROTHERS  &  CO., 

62  Wall  street,  DEW  YOBK;  209  Ctestnilt  street,  FEILiDELPHIA ; 

66  state  street,  BOSTON; 

AMD 

ALEXANDER  BROWN  &  SOBS, 

Cor.  Baltimore  and  Calvert  Ste.,  BALTIMORE, 

FXECUTE   ORDERS   FOR   PURCHASE   AND   SALE  OF 

STOCKS,  BONDS,     - 
AND  ALL  INVESTMENT  SECURITIES. 

BILLS  OF  BICW  BOIKIT  Al  M. 


Commercial  Letters  of  Credit,  and  Travelers'  Letters  of 
Credit  issued,  available  in  all  parts  of  the  World.  Collections 
made  on  all  points;  Telegraphic  Transfers  of  Money  made 
between  the  United  States  and  Europe.  Deposit  Accounts  of 
American  Banks,  Bankers,  Firms,  also  Individuals,  received 
upon  favorable  terms. 


TO  TRAVELERS.— Travelers'  Credits  issued  either  against  Cash  deposited, 
or  satisfactory  guarantee  of  repayment. 

In   Dollars,   for  use  in  the  United  Slates  and  adjacent  countries,  or  in 
Pounds  Sterling,  for  use  in  any  part  of  the  World. 

Application  for  Credits  may  be  addressed  to  either  of  the  above 
Houses  direct  or  through  any  first-class  Bank  or  Banker. 
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Quick. 

Safe. 


Pleasant. 


North  German  Lloyd, 

from   SOUTHAMPTON 

to 

NEW  YORK 

SUNDAYS    and    THURSDAYS. 

(Special  trains  leave  Waterloo  same 

day  about  noon.) 

ironi  Nef  Tork  to  Maipton  and  Brem 

SATURDAYS  and  WEDNESDAYS. 
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Ti  NATIONAL  BAl  OF  SCOTLAl,  LUei 

bcorporated  by  Roy&l  Charter  and  Act  of  Parliament. 

ESTABLISHED  1825. 

HEAD   OFFICE  —  EDINBURGH. 

Capital,  £5,000,006.      Paid  up,  £1,000,000. 
Reserve  Fund,  £750,000. 

London  Office— 37,  Nicholas  Lane,  Lombard  Street,  E.C. 

CURRENT  ACCOUNTS  are  kept  agreeably  to  usual  custom.  Deposits  at 
TTitipfcsii  sltq  received 

CIRCULAR  NOTES  and  LETTERS  of  CREDIT,  available  in  all  parts 
of  the  world,  are  issued  free  of  charge. 

INVESTMENTS  and  SALES  of  all  descriptions  of  Securities  effected. 

DIVIDENDS,  ANNUITIES,  &c.,  received  for  Customers. 

At  the  London  Office  of  the  Bank  every  description  of  banking  business 
connected  with  Scotland  is  transacted. 

JAMES  ROBERTSON,  Manager  in  London. 

THE  STATIST: 

A   JOURNAL   FOR 

Trustees,  Investors,  Economists,  and  Men  of  Business. 

THE  STATIST  each  week  presents  in  a  highly  condensed  and  classified 
form  a  record  of  important  events  in  the  various  departments  of  Trade  and 
Finance,  an  adequate  discussion  of  these  events,  and  a  series  of  comprehensive 
Statistical  Tables.  Special  attention  is  paid  to  business  correspondence  and  public 
company  matters. 

Annual  Subscription  (^U.K.),  £1  8s.;   Abroad,  £1  10s.,  post  free, 

payable  in  advance. 


Editorial  CoMMicatlons  to  He  allressel,  20,  BicklersMry,  Lonlon,  E.G. 
Bnslness  CoMMlcalloas  to  lie  aldressel  to  ".THE  PDBLISHEB,"  Sallslinry  Conrtr 

Fleet  Street,  London,  E.C. 

''  THE  STATIST  *'  is  a  first-class  Advertising  Medium. 

All  particulars  relating  to  Advertisements  and  Subscriptions  can  be  obtained 

on  application  to  the  Publisher. 

FDblistiiiig  Dices :  Salisbury  Court,  Fleet  Street,  Loion,  £.C. 
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NOW   READY. 

VOL   I.   OF 

THE  INVESTORS'  REVIEW. 

Edited  by  A.   J.  WILSON. 

760  pages.  8vo.  Price  One  Guinea,  cloth. 

BESIDES  A  LARGE  NUMBER  OF 

Notes  on  ComDaaies— Hew  M  Oil,  State  DeMs,  Railway  Finance,  &c., 

The  volume  contains  numerous  *  Hints  for  Investors'  Essays  on  Argen- 
tine Finance,  Financial  Trusts,  The  Bank  of  England,  Spanish,  Portu- 
guese, and  Brazilian  Debts,  Australasian  Borrowings,  British  Railway 
Stocks,  Fraudulent  Uruguay,  Heavy-laden  New  Zealand,  The  American 
Railroad  of  To-day,  Bimetallism— a  Manchester  Madness,  Plain  Advice 
about  Life  Insurance,  Argentine  Railways,  &c.  &c,  together  with  Short 
Notices  on  Books,  Tabulated  Lists  of  Securities,  and  Comments  on 
passing  Events  in  the  Money  and  Stock  Markets. 


LONDON : 

LONGMANS,    GREEN    AND    CO. 

AND  NEW  YORK :  15  EAST  16th  STREET. 

The  Review  is  published  quarterly,  on  the  1st  of  February,  May,  August 

and  November.  Price  Five  Shillings. 

An  admirable  new  quarterly.' —  Manchester  Guardian. 

'We   should  say  that  it   would  be  cheap  at  any  price  to  the  English  in- 
vestor    We  have  nowhere  seen  a  more  trenchant  exposure  of  the  crazy  and 

criminal  methods  of  Argentine  finance.  '—The  Nation,  New  York. 

Ability  and  independence  are  conspicuously  displayed  in  this  new  periodical, 
to  which  we  wish  every  success.' —  Glasgow  Herald. 

'Excellent    reading  throughout....    It    ought  to  be  specially  valuable  as  a 
guide  to  small  investors  seeking  sound  investments. -Liverpool  Mercurv. 

'  The  Investors'   Review. '  should  be  read  by   everyone  wno  has  money   to 
invest,  or  who  has  anything  to  do  with  finance.'—  Sunday  Sun. 

'  Altogether  a  thoroughly  useful  and  respectworthy  quarterly.— 

Review  op  Reviews. 


NOTICE- 

TQ'on-speculative  Questions  about  Securities  will  be  ans- 
wered by  the  Editor  on  payment  of  10s.  for  the  first  and 
5s  each  for  e7ery  additional  Question. 

Lists  of  Five  Investment  Stocks,  framed  on  the  principle 
of  a  Trust,  and  varied  in  each  case,  will  be  forwarded  on 
receipt  of  One  Guinea. 

Adress  EDITOR,  c/o  Messrs.  Davies  &  Co.,  I   Finch  Lane,  E.C. 

To  whom  also  Adcertisements  may  be  sent. 
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